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STATEMENT OF THE CHAIRMAN 


Che Senate Banking and Currency Committee was unusually a 


during the Ist session of the 83d Congress 


A number of bills, resolutions. and nominations wel t! 


re referred Lo the 


committee for action. In order to dispose of these matters promptly 
and efficiently, full cooperation was required from each member of 
the committee. In every instance that cooperation was forthcoming 


I am especially appreciative of the fine cooperation from my good 
friend, Senator May bank, ranking minority member Moreover, ex- 
ceptional demands were made on the staff of the committee and I am 
proud of their performance 

Not only was the workload heavy, but each of the problems usually 


was of a controversial nature Kicures alone do not disclose the 
heavy responsibilitv borne throughout the session by the membevs of 
this committee. However, they will give some insight into the 


committee activities. 
During the Ist session of the 88d Congress, the following matters 
were referred to this committee 
58 Senate bills 
10 House bills 
7 Senate joint resolutions 
5 Senate resolutions 
1 Senate concurrent resolution 
29 nominations 

The committee held 51 davs of hearings on legislation and about 1S 
days of hearings on nominations of officers to be appointed by and with 
the advice and consent of the Senate 

In addition, executive sessions were held by the committee on 14 
days 

A total of 25 bills and resolutions were reported favorably by this 
committee during the Ist session of the 83d Congress. Written re 
ports accompanied these measures 

Of the 29 nominations referred to vour committee, 23 were reported 
favorably to the Senate, and the remaining 6 submitted by the previ- 
ous administration were withdrawn 

Of the bills and joint resolutions referred to your committe 6) 
were enacted into law Moreover, three Senate resolutions received 
final approval by the Senat« 

During the adjournment, the committee and its staff are embarking 
on an intensive study of means of sustaining and increasing the high 
level of the domestic economy by encouraging American investment 
abroad and by increasing our foreign trade 

We can all be justly proud of the foregoing record 

I am looking forward to the next session of the Congress because | 
am sure the committee will continue to handle legislative matters with 
efficiency and expedition equal to that shown during this Ist session of 
the 83d Congress. 

Homer E. CapreHArt 


AvcGust 12, 1953. 
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COMMEMORATIVE CoINAGE BILLS 


Your committee until this session has not authorized any com- 
memorative coins, acting in accordance with the Treasury Depart- 
ment’s objections to their issuance. While recognizing that there is 
much to be said for the objections which are raised to the polic; y of 
authorizing commemorative coins, it is now your committee’s con- 
sidered judgment that exceptions should be made to the general 
policy when the event to be celebrated is, in the Congress’ opinion, 
of such magnitude and of such historical importance in the life of our 
country and its institutions that it deems the event should be 
commemorated. 

The possible small additional cost to the United States in the 
issuance of the commemorative coin which these bills authorize and 
which from time to time the Congress may authorize is, in your com- 
mittee’s opinion, far outweighed by the benefits that redound to us as 
a people and a Nation. Consider our history, our traditions, our 
institutions, those historic benchmarks in the development of this 
Nation—their commemoration is a symbol of the spiritual and politi- 
cal development of our Nation. They serve, as does our flag, to instill 
in the minds of our people that patriotic and spiritual fervor without 
which we, as a nation, could not survive. We must be just as vigilant, 


in fact more vigilant, about maintaining and encouraging the spiritual 
resources of our Nation as we are about the preser “ine and deve ‘lop- 
ment of our physical and economic resources The material resources 


of a nation can be dissipated or destroved ; the spirit, tradition, and 
sacred history of our Nation, if reasonably protected and developed, 
will not only never die but will also serve to make us strong physically 
and economically. 

With this in mind your committee reported the following three 


1 1! 
commemorative comace DIS 


LOUISIANA PURCHASE SESQUI: rTENNIAL COMMEMORATIVE Coin 
H.R. 1917 
Toa rrize the ex ‘ ( ) mm ! f il 
1 Pur is 
HISTORY OF LEGISLATION 
I] R. 1917 was reported by Senator Beall, without amen Iment, 
on July 30 (S. Rept. 792 A substantially similar bill, S. 1378, 





introduced by Senators Long and Ellender, was under consideration 
by the committee previous to the passage by the House of H. R. 1917 


The bill was objec ted t oona eall of the calendar on Au rust 1, 1953. 








) SUMMARY OF ACTIVITIES 


Phi by i} woul a ithoriz the comage of 2 million 50-cent pieces 
to commemorate the sesquicentennial of the Louisiana Purchas« 
However, the initial number of such plreces to be coined would not 

less than 200,000, which is slightly less than 1 week’s production 
OL CO Oh one pt and is sufficiently large that 1t precludes thre 

i@ from acquiring an artificial secarcitv value It provides that the 
memorial coin shall be coined only at the Philadelphia Mint so that 
here will be only one mint of issue Also the bill provides that these 


coins are authorized only for the calendat veal 1953 so that there will 
be only one date of issue 

Provision is made in the bill 
for master dies or othe preparation for this coinage shall not be borne 
by the United States 

The Treasury Department is authorized to issue to the Louisiana 
Purchase One Hundred and Kiftieth Anniversary Association the 
commemorative coms upon payment ol the face value of such coins 
It is also authorized to issue the coin to the Missouri Historical 


society, as it is also part 


‘ ; (al i, 
lat the expense Of making the mocets 


pating in the celebration commemorating 


the Louisiana Purchase Both of these organizations are, of course 


nonprofit organizations ana any proceeds from the sale of the coms 
above par value shall be used only for the purpose of participating in 
the sesquicentennial celebration of the Louisiana Purchase 

In order that certain other nonprofit historical societies in othe 
States, the territory of which was derived in whole or in part from the 
Louisiana Purchase, might participate in the distribution of the coins, 
provision has also been made for such organizations to draw down 
commemorative coins at par from the Louisiana Purchase One 

undred and Fiftieth Anniversary Association or the Missouri 


H 
Historical Society 


Poe Crry or New YorkK TERCENTENNIAL COMMEMORATIVE COIN 


To authorize t} ( age of 50-cent pleces to commemorate the tercentennial ol 


HISTORY OF LEGISLATION 


S. 2474 introduced by Senators Ives and Lehman was reported, 
without amendment, on July 30, 1953, bv Senator Ives (S Rept (24 
he bill was objeeted to on the call of the calendar on August , 1953 
DIGEST OF BILL 
Che bill authorizes thre irector of the Mint, in commemoration 
oO he tereentennial of the foundation of the citv of New York. to 
coin not to exceed 5 million silver 50-cent pieces However, the 


nitial number of such preces to be coimed would not be less 
than 200,000, which is slightly less than 1 week’s production of coins 
on one press and is sufficiently large that it precludes the issue from 
acquiring an artificial scarcity value 

Provision is made in the bill that the expense of making the models 
for master dies or other preparation for their coinage shall not be 
borne by the United States 
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The Treasury Department is authorized to issue to the Com- 
mittee for New York City’s Three Hundredth Anniversary Cele- 
bration the commemorative coins upon payment of the face value of 
such coins. The coins are to be issued in such numbers and at such 
times as shall be requested by the above-mentioned committee The 
committee is, of course, a nonprofit organization, and any proceeds 
from the sale of the coin above par shall be used only for the purposes 
of participating in the tercentennial celebration of the foundation of 
the city of New York. 


THe Criry oF NORTHAMPTON, Mass., TERCENTENNIAL COMMEMORATIVE COIN 


S. O87 
l z,uthorize e coinage of 50-ce ple ( mnmen i ( terce i 
celebration of he te ad ot ( of Nor I NI 


HISTORY OF LEGISLATION 


5. 987, introduced by Senator Saltonstall, was reported by Senator 
Beall, with amendments, on July 30, 1953 (S. Rept. 791 The bill 
Was objected to on the call of the calendar on August 1, 1953. 


DIGEST OF BILL 


The bill authorizes in commemoration of the 300th anniversary 
celebration of the founding of the city of Northampton, Mass., to be 
held in June 1954, the coinage of not to exceed 1 million silver 50-cent 
pieces of standard size, weight, and composition, and of appropriate 
design. However, the initial number of such pieces to be coined would 
not be less than 100,000, which is about one-half a week’s production 
of coins on one press and ts sufficiently large that it precludes the 
issue from acquiring an artificial scarcity value. 

The bill provides that the expense of making the models for master 
dies or other preparation for their coinage should not be borne by the 
United States. 

The Treasury Department is authorized to issue to the city of 
Northampton, \lass , or its duly authorized agent the commemorative 
coins upon its request and upon payment of the face value of such 
coins The coins may be lisposed of at par or ata premium. The 
net proceeds from their disposition shall be used only for purposes 
relating to the observance of the tercentennial celebration, as the city 
of Northampton, Mass., shall direct. 


DrFENSE PRopucTION AcT 


HISTORY OF LEGISLATION 


S. 1081 introduced February 25, 1953, by Senator Capehart for 
himself and Senators Maybank, Beall, Bush, Douglas, Frear, Ful- 
bright, Ives, Lehman, Payne, Robertson, and Sparkman; reported to 
the Senate April 10, 1953, by Senator Capehart with an amendment 


9 


87445—53——_2 








4 SUMMARY OF ACTIVITIES 


S. Rept. 138); passed Senate, May 19, 1953; passed House, June 9 
1953 House acted on Senate bill 

Submitted to conference Kirst conference report (H. Rept. 571 
dated June 16, 1953, was passed by House on June 17, 1953, but was 


reyee ted by Senate on June 22. 1953 Second conference report (H 
Rept. 694) dated June 30, 1953, was passed by both House and 
sera te on June ), L953 

DIGEST OF SI | ri 


Ci eral deseri ptio?y 


As finally enacted the statute extends, with some modifications, 
the following titles of the Defense Production Act of 1950, as amended: 
Title L (allocations and priorittes), title II] (V-loans, defense loans, 
and long term contracts), and title VII (house keeping provisions, 
voluntary agreements and Small Defense Plants Administration 
All of these except the SDPA gga were extended to June 30, 
1955. SDPA was extended only to July 31, 1953. 

The following provisions of the Defense Production Act were allowed 
to expire: Title I] (requisition and condemnation), title VI (consumer 
and real estate construction credit) and section 104 of title I (import 
Soothe on June 30, 1953; title LV (price and wage controls) and 
title V (labor dispute settlement machinery) on April 30, 1953 

The proposed new title VIIL which would have been added by 5. 
1081, as reported to the Senate and passed with amendments by that 
body, is not contained in the statute as passed. This proposed title 
VIIl would have given the President 90-day price, wage, and resi- 
dential rent freeze authority. 


Declaration of policy 


The declaration of policy of the Defense Production Act as con- 
tained in section 2 was simplified. As contained in the statute, if 
notes merely that the present international situation requires some 
diversion of materials and facilities from civilian to military purposes, 
and also requires expansion of productive facilities beyond levels 
needed to meet civilian demand. 


Allocation and priorities S 


Under section 101 (a) of the Defense Production Act, as amended, 
the President’s broad authority to allocate materials and award 
priority for performance of contracts for defense purposes is continued. 
The new statute omits prohibitions against livestock slaughtering 
quotas and limitations on United States participation in the Inter- 
national Materials emnenenion. 

Under section 101 (b) of the Defense Production Act, as amended 
by this statute, the President’s allocation and priority powers cannot 
be used to control general distribution of any material in the civilian 
market unless he finds that the material is scarce, critical, and essen- 
tial to national defense, and that the defense requirements for that 
material cannot otherwise be met without creating a significant dis- 
location of its normal distribution in the civilian market to such a 
degree as to create appreciable hardship. 

The President’s power to prevent hoarding of scarce materials and 
the criminal penalty for willful violation of title I are continued by 
the statute. 
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Import control powers over fats and oils, rice, and butter, cheese 
and other dairy products, as contained in section 104 of the Defense 
Production Act, were allowed to expire on June 30, 1953. 


V-loans, defense loans, and long-term contracts 

As a means of financing defense needs, the powers granted the 
President by title II] of the Defense Production Act were extended 
with the following modifications: 

1. Clarifying language was included to make certain that V-loans 
(private loans guaranteed by the Government) may be made in con- 
nection with termination of Government contracts. An accompany- 
ing clarifying change was made in section 717 (c) of the Defense 
Production Act 

2. Nosmall-business concern is to be denied a V-loan merely because 
an alternative source of supply exists for the item to be procured on 
Government contract. 

3. The maximum term for long-term Government contracts for 
scarce materials is extended by 1 vear from June 30, 1962, to Jun 
30, 1965. 

4. Section 303 of the Defense Production Act is amended to provide 
that materials acquired by the Government under long-term contracts 
which prove to be excess to programs under the act shall be transferred 
to the national stockpile. The borrowing power from the Treasury 
under section 304 of the Defense Production Act is correspondingly 
reduced by an amount equal to the cost of acquiring materials so 
transferred to stockpile. 

Basis for allocations in the civilian market 

Section 701 (c) of the Defense Production Act required the President 
to consider the historical pattern in industry in making allocations of 
materials in the civilian market. The present statute modifies this 
power as follows: Since most materials were being removed from 
civilian allocation at the time this statute was under consideration in 
committee, the base date for computing a historical pattern was 
changed to a date representing normal conditions following June 30, 
1953. However, for items which continue under operative allocation 
controls after June 30, 1953, the base date for computing the historical 
pattern remains as provided in the original Defense Production Act 
namely, a representative period preceding June 24, 1950. 

In computing the historical pattern in any industry, the new 
statute requires consideration to be given to newly acquired operations 
of existing concerns, and makes clear that the computation is to be 
made on the basis of periodic changes in competitive position within 
an industry. 


National defe nse 

As contained in section 702 (d) of the original Defense Production 
Act, the term ‘national defense’ was defined to mean “the operations 
and activities of the Armed Forces, the Atomic Energy Commission, 
or any other Government department or agency directly or indirectly 
and substantially concerned with the national defense, or operations 
or activities in connection with the Mutual Defense Assistance Act 
of 1949, as amended.’ The present statute assigns a more restricted 
meaning to “national defense”’ by defining it as ‘“‘programs for military 
and atomic energy production or construction, military assistance to 
any foreign nation, stockpiling, and directly related activity.” 
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OPS information 

Under section 705 (a) of the Defense Production Act information 
obtained by OPS was entitled to confidential treatment upon request 
by the person supplying such information. The present statute also 
applies such confidential treatment to all information obtained by 
OPS under that section which had not been made public prior to 
April 30, 1953, whether or not a request for treating such information 
as confidential had been made by the person supplying the informa- 
tion to OPS. Under this statute, the “confidential” classification 
may be lifted from any such information for the purpose of supplying 
it to the Congress; to the Department of Justice for official use; and 
to the public if the President determines its withholding is contrary 
to national defense interests 


SDPA., 

Section 714 (a) (4) is amended by the statute to extend the life of 
Small Defense Plants Administration to Julv 31, 1953. Thereafter, 
SDPA can exist only for purposes of liquidation. 

Allocations to Small Busi OSS 

Section 714 (f) (3) of the Defense Production Act required that 
when materials were allocated, a fair percentage should be allocated 
to small plants unable to obtain them from usual sources. The 
present statute makes it clear that this provislon relates only LO 
allocations in the civilian market, a clarification required by the 
amendment to section 101 (b) of the Defense Production Act made 
by the present statute 
Techni al change Ss 

Because the matter covered D\ section 714 f } of the Defense 
Production Act is incorporated by the present statute in section 701 
c) of the Defense Production Act, the provisions of section 714 (f 

t) are repealed 
COMMENT ON COMMITTEI WORK 


Before the Ist session of the S3d Congress conven d, Senator ¢ ‘ape- 
hart held several conferences with the staff to frame legislation suitable 
for the protection of the national economy. As a result of these 
conterences the ( hairman introduced LWOo bills on the CETLE ral subject 
of defense production in order that appropriate legislation would be 
before the committee for the purpose of holding hearings. 


1953. by Senator ( apehart, con- 


S. 753, introduced on February 2, 
tained broad authority for the President to continue on a standby 
basis the powers eranted him by the Defense Production Act of 1950 
In general, it required consultation by the President with a National 
\dvisory Council to be created by the bill, except in the event of war. 
All powers under the act would have ended 90 days after the end of 
hostilities in Korea. 

S. 1081, which was introduced by Senator Capehart for himself and 
several other members of your committee on February 25, 1953, was 
less broad in scope than S. 753. It mere ly added a new title VIII to 
the Defense Production Act allowing the President to freeze prices, 
wages, and residential rents for 90 days in the interest of national 
security and economic stability, after consulting with the National 
Advisory Council to be created (except that such consultation would 
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not be required if a state of war exists Under the bill the new tith 
VIII would end 90 days after hostilities ceased in Korea. 


Hearings 

Your committee held hearings on these two bills on Mare h 2 to 6 
9 to 13, 17 to 19, 23 to 27, 30 and 31, and April 1, 19538 As a result of 
the hearings the committee decided to report 5. 1081 with amendments 
As reported the bill was substantially similar to the new statute as 
far as titles I, II], and VIL are coneerned. The bill as reported also 
authorized the President to exercise his 90-day freeze authority only in 
the event a grave national emergency exists, and title VIIT was made 
to terminate on June 30, 1955, or 90 days thereafter if necessary to let 
a freeze order run its course. The bill as reported would also have 
restored the President’s power to invoke consumer credit controls and 
real estate construction credit controls 

On the Senate floor the provisions of S. 1081 extending title V1 
(consumer and real-estate credit) were deleted and title VIII was 
made applicable only in the event of a state of war or upon adoption 
of a concurrent resolution by the Congress 

The House Banking and Currency Committee held hearings on 


S. 1081 on May 21, 22, 25 to 28, and June 1 and 2, 1953 As passed 
by the House the proposed title VIII was deleted from the bill en- 
tirely. The House added a new title IT to S. 1081 and gave it the 
short title “Small Business Act of 1953.” In passing, it should by 
noted that this title had previously been approved by the House as 


a separate bill, H. R. 5141, introduced by Congressman Hill ef Col- 


orado. With minor modifications this title became law as title 1 
of Public Law 163. 
First conference 

In the first conference between the two Houses, the Senate conferees 
accepted the House title I] to S. 1081 creating a new small-business 
administration. Only comparatively minor changes were made in 
that portion of S. 1081 which amended the Defense Production Act 
The Democrat conferees on the part of the Senate declined to sign 
the first conference report primarily because the Senate had not had 
an opportunity to debate the merits of title Il added to S. 1081 by 
the House Although passed Dy the House the first conference 
report was rejected by the Senate 
Second cone rence 

In the second conference title [1 was stricken from S. 1081 and in its 
place the Small Defense Plants Administration was continued through 
July oho Gas. This report was accepted by both the House and the 
Senate. 

Export-Import BANK AND Exporr ConrroL 
EXPANSION OF FOREIGN TRADE AND INVESTMENTS 
[Ss Res. 25) 


Authorizes an investigation of the means of expanding foreign investments 


HISTORY OF LEGISLATION 


Senate Resolution 25 was introduced by Senators Capehart and 
Maybank on January 7, 1953. It was reported favorably with an 
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amendment by Senator Capehart on April 30, 1953 (S. Rept. 208). 
The Committee on Rules and Administration reported it favorably 
with amendments on May 20, 1953 (S. Rept. 310). It was passed by 
the Senate on June 8, 1953. 


DIGEST AND PURPOSE OF THE RESOLUTION 


The resolution authorizes $67,000 for an investigation and study 
through January 31, 1953, of the Export-Import Bank and the Inter- 
national Bank for Reconstruction and Development and their rela- 
tionship to the expansion of international trade. 

The purpose of the study and investigation is not only to make a 
thorough study of the operations of the two international lending in- 
stitutions at home and abroad, but also to explore similar devices and 
methods that could effectuate the administration’s policy of main- 
taining and expanding our international trade by encouraging invest- 
ment abroad instead of relying primarily on programs of aid. 

Your committee is convinced that the only way to establish a 
sound and enduring economic base for international peace is to make 
possible in the economies of friendly nations what we have demon- 
strated works so well in our own economy—free and sufficient capital 
to utilize more fully the most efficient and modern agricultural and 
industrial techniques. And free capital, your committee understands, 
is capital which is free to move to those areas and those industries 
where the chances appear best for an adequate return on the money 
invested. 

To become economically strong and achieve a sound basis for in- 
creasing prosperity, self-respecting and sovereign nations recognize, 
as does your committee, that programs of charity do not suffice. 
Businessmen and other intelligent citizens of these nations are anxious 
to make use of the tested tools of capitalistic enterprise. American 
entrepreneurs with all their know-how are ready and willing to co- 
operate in multiplying the productivity and purchasing power of all 
peoples of the world, and in much the same way and by similar 
means as it has been accomplished in this country. 

In working out a constructive foreign investment program, the 
“sine qua non”’ is, of course, fair treatment for the American investor 
abroad. There have been broad discussions and some specific sug- 
vestions regarding insurance programs, investment treaties, and other 
devices designed to act as incentives for foreign investment by 
American capital. Other proposals have been made to expand the 
authority and extend the operations of the Export-Import Bank and 
the International Bank and for the creation of other machinery to 
facilitate and expand international loans and credit. 

Your committee believes that in each of these various proposals 
there is, undoubtedly, much that is meritorious. But only by study- 
ing each of these proposals in the light of all other proposals, by 
projecting and examining carefully the various alternatives and 
refinements, and by considering them in their totality as an integral 
part of our economic and political life, can it be expected that a 
truly sound and feasible program of ‘‘trade not aid” will be devised. 

In addition to the staff, your committee intends to utilize the 
expert knowledge and experience of the American businessmen, 
bankers, investors, labor, and agriculture by establishing an Advisory 
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Council on Foreign Investment Expansion to the Committee on 
Banking and Currency. The members of such a council will serve 
on a voluntary basis without pay. 


War-Risk INSURANCE ON Property Locatrep IN ForeiGN CouNnrTRIES 
[H. R. 4465] 
[Public Law 30—Approved May 21, 1953] 
To amend the Export-Import Bank Act of 1945 
HISTORY OF LEGISLATION 

S. 1413 introduced March 23, 1953, by Senator Maybank for 
himself and Senator Capehart; reported to the Senate April 27, 1953, 
by Senator Bush (S. Rept. 169); May 7, 1953, H. R. 4465 substituted 
for and passed in lieu of S. 1413, further consideration of S. 1413 
being indefinitely postponed. 

H. R. 4465 was introduced by Congressman Wolcott on April 


1953, and was passed by the House on May 7, 1953. On May 1 
1953, House concurred in Senate amendment. 


») 
l, 


DIGEST OF STATUTE 


Authorizes the Export-Import Bank to insure against certain 
specified risks, tangible personal property of United States origin 
which is exported from the United States in commercial intercourse 
and is located in any friendly foreign country, to the extent that such 
property is owned in whole or in part by citizens of the United States, 
or constitutes security for financial obligations owed to citizens of the 
United States. Coverage is limited to loss or damage resulting from 
hostile or warlike action in time of peace or war, or from an order of 
any government or public authority confiscating, expropriating, or 
requisitioning such property. The total amount of insurance out- 
standing at any one time cannot exceed $100 million. Insurance by 
the Bank may be provided only to the extent that it cannot be obtained 
on reasonable terms and conditions from commercial insurance firms 
or from any United States Government agency providing marine or 
air-risk insurance. The term of coverage is limited to 1 year subject 
to renewals and extensions from time to time for periods not to exceed 
l year, 

Coverage not available 

Insurance against war risk on goods owned by American citizens 
and located in foreign ports can not be obtained from private insurance 
companies. It is possible to obtain war-risk coverage from private 
insurance companies for cargoes shipped abroad while the cargoes are 
en route to foreign countries but not after the goods have been dis- 
charged at the foreign port of destination. 

Stimulant to export 


Both agricultural and nonagricultural products are included in the 
coverage of the bill. Protection is provided on a nondiscriminatory 
basis for the benefit of businessmen of our country exporting manu- 
factured items as well as those distributing agricultural products 
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abroad Often exporters from this country desire to ship goods abroad 
and store them until sold or used in foreign trade. The banks insist 
that they protect them in every possible way—adequate imsurance 
being a requisit With insurance protection provided by this statute, 
banks are more favorably disposed toward making loans against 
reign shipments 
This legislation poses no threat to private insurance companies 
as there is a provision in the act that this insurance may not be 
extended if such insurance is offered by private insurance companies 
on reasonable terms and conditions 
Amendment 

The bill, as introduced, was amended by the Senate to exclude the 
words “in transit to or” from the bill. The effect of this amendment 
was to remove any possibility that this insurance could be extended 
to cover cargoes while en route to foreign ports. There is a section 
in the statute that prohibits such coverage but the Senate was of the 
opinion that the elimination of these words would remove any possible 
conflict of meaning. ‘The House concurred in this Senate amendment. 
Hearings on this bill were held on April 13 and 14, 1953. 


EXTENSION OF War POWERS 


BANKING TRANSACTIONS OF UNITED States DIsBURSING OFFICERS 


IS. 1307] 


Public Law 61—Approved June 16, 1953] 


fo amend the act of December 23, 1944, authorizing certain transactions b 


disbursing officers of the United States 


HISTORY OF LEGISLATION 


S. 1307, introduced March 13, 1953, by Senator Capehart; reported 
to the Senate April 30, 1953, by Senator Goldwater with an amend- 
ment (S. Rept. No. 210). Passed Senate May 6, 1953, on calendar call. 
Passed House June 4, 1953 (in lieu of similar bill H. R. 3770 introduced 
by Congressman Hoffman on March 9, 1953 


DIGEST OF STATUTI 
i née ral de SC iptior 
The statute extends with some liberalization an act of December 23, 
1944 (58 Stat. 921), which authorized United States disbursing officers 
to perform certain banking services 


Funetion S pe rrormed 


Under the statute, such disbursing officers may cash and negotiate 
checks, drafts, bills of exchange, and other instruments payable in 
United States and foreign currencies, and conduct exchange trans- 
awctuions 
Bi NENCIALTIES 

They may perform such services for official purposes and for mem- 
bers of the Armed Forces, United States civilian Government person- 
nel, United States veterans in hospitals or institutions operated by 
United States agencies, United States Government contractors, their 
employees, and personnel of authorized nongovernmental agencies 


operating with United States agencies Phe also cash | 
States ‘Treasurv checks for | ted States es when s 
factory banking facilities are not ava le 

{ tinting 

Lhe tu llows each age head te fiscal r basis 
Cais ( ehcrencies ( Ss ( adishb 2 ( rs ulicel h 5S COl 
trol Under the 1944 ac ( nhad to | | | into the J iSUr\ 
as a misceilaneou red D ( i} op ion had » Ie 
obtained for each loss 
1) I ] ora ti 

| Stutute : i 1) { CS hy aT { rf he Tr Stil to del ‘ t 
the heads of other age es, authorit oO le Ve lations go i! yy 
disbursing « lice ~ neas whi aisb ~ off Ss ope tine” une I 
del aoe Ol 3 ithor rot thre SEC] ny oO | Mr isury ( 
CINPLOV es? ols | ott icles 
T, 

As introduced, the bill, S 7, would hay de permanent 
authority granted by it By Senate committee amendment, how 
eve he Statute rn ites Tune ), 1954 
Comme col € work 

The Secretary of the Treasury and th secretal of the Navv on 
behalf of the Defense Department recommended passage of S. 1307 
as introduced It was stated that thr Bur au of the Pudeet had no 


objection to this legislation 


Thi 1] fiat ‘AV? | f f wrs r } 
his particular statute covered one OF & series OF war powers Which 


had been temporarily extended to J iN 1. 1953, bv Publie Law 2 
&3d Coneress, approved Mareh 31, 1953 (which extended from April 1 
1953 to uly 7 1955, the Emme enc Powers Continuation Let 
(OO Sta I It will be noted that this p iblic law was enacted 
after S. 1307 had been introduced on Mareh 13 by Senato! Cape hs 

When S. 1307 was introduced the act of December 23, 1944, was duc 
to expire April 1, 1958. Your committee staff made inquiry of 

Department of Defense as to whether anv private institutions had 
expressed objection to the | slation The stall was informed by) 
telephon that no PERCU’ had been received on this proposed legisla 
tion from any private groups. In view of the imminent expiration of 
the authorit and the approval of th propo L it Station by hte! 
ested agencies the exe { department, yvour committee held no 


itive 
public hearine’s on this bill Hlowe\ I in eXecutive Session it decid 
to limit the extension of the bill to June 30, 1954 n order that the 


Congress may determine how it operates in the meantime 
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reducing the extension time to 3 vears; and passed the Senate with 
an amendment reducing further the time of the extension to 1 year 
on May 6, 1953. On Mav 7, 1953, 5S. 1739 passed the House with 
an amendment increasing the period of time to 2 vears. The Senate 


concurred in the House amendment on June 1. 1953 
DIGEST OF STATUTI 


Extends for 2 vears the Export Control Act of 1949, providing for 
continuation of authority to regulate exports from June 30, 1953, to 


June 30, 1955 
Pur pose of Kurp rt Control Act 

This act authorizes the President (who, in turn, has authorized the 
Secretary of Commerce) to control exports to the extent necessary to 
protect the domestic economy from excessive drain of scarce commodi- 
ties, to safeguard the national security insofar as it might be affected 
by exports of strategic commodities, and to further our foreign policy. 
It leaves to executive discretion the determination of which commodi- 
ties should be controlled, in what amounts, and to which destinations, 
Continuation of ¢ rport controls nece SSUrY 

Your committee is convinced of the necessity for continuation of 
export controls to prevent the shipment or transshipment of strategic 
materials from the United States to potential enemies. The broad 
and flexible authority granted by the act to the executive branch 
enables that branch to meet quickly changing situations. Such author- 
itv has proved to be a very effective weapon, both in the furtherance 
of our foreign policy and, to a lesser extent, to prevent the excessive 
lrain of scarce materials and to reduce the inflationary impact of any 
abnormal foreign demand for scarce materials. 


Comment on committee work 

Request for the legislation came from the Secretary of Commerce. 
The Secretary of State strongly supported the request. No objection 
to the legislation was made known to the committee. Under the eir- 
cumstances, vour committee did not feel that hearings on the proposed 
extension of this act were necessary. 


EXTENSION OF War-Risk Hazarp anp DETENTION BENEFITS 
[H. R. 4126] 
[Public Law 100—Approved June 30, 1953] 


To continue the effectiveness of the act of December 2, 1942, as amonded, and 
the act of July 28, 1945, relating to war-risk hazard and detention benefits 
until July 1, 1954 

HISTORY OF LEGISLATION 


S. 1458, introduced May 25, 1953, by Senator Capehart; reported 
by Senator Goldwater, with amendments (S. Rept. 449), July 18, 
1953; H. R. 4126, amended and adopted by the Senate in lieu of 
S. 1458 June 20, 1953; June 24, 1953, House concurred in Senate 
amendments to H. R. 4126 

H. R. 4126 was introduced in the House by Congressman Reed on 
March 19, 1953. It was passed yy the House on May 27, 1953, and 
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referred to the Judiciary Coinmittee in the Senate On June 22 
1953, the Committee on the oe vas discharged from further 
consideration of H. R. 4126 and it was called up in the place of S. 1458. 
amended and passed Purther euatidatasion of S. 1458 was indefi- 


nitely —p sf poned 


DIGEST OF STATUTI 


The statute extends until July 1, 1954, two temporary statutes. 


The first is Public Law 784 of the 77th Congress, oa rinally passed 
in 1942, which provides for — nsation for injury or death result- 
ing from injury proximately rising from a war-risk hazard to certain 


persons employed by santana “with the United States outside the 
continental United States, and to persons engaged by the United 
States under a contract for personal services outside the continental 
United States, and to civil lan be nee of a post exchange or a 
ship’s service store outside the United States. The second (sec. 
5 (b) of Public Law 161, 79th Cong.) passed in 1945 prevides for 
( isa bility and death benefits for direect-hire emplovees, but only aus 
a result of capture or detention by an enemy of the United States 

Both of these statutes would have expired upon termination of the 
state of war with Germany and Japan last year but were extended 
by the Emergency Powers Continuation Act Publie Law 450, 82d 
Cong.) until April 15, 1953. Public Law 12 of the present Congress 
further extended these laws until July 1, 1953. 

Amendments to the bill, as introduced, were approved by the com- 
mittee and by Congress that amend both the act of December 2, 
1942, and the act of July 28, 1945, in like manner. These amend- 
ments add to the category of persons excluded from the provisions 
of the act any persons who are not citizens of the United States. 


Requirement for extension 

There was urgent need to continue the effectiveness of the act of 
December 2, 1942, providing for compensation for injury and death 
arising from war-risk hazard to contractors’ employees. ‘The necessity 
for this legislation in World War IT was caused by the many cases of 
personal Injury and death of emplovees of Government contractors, 
particularly at Pearl Harbor, Guam, Wake Island, and the Philippines. 

The Government is now engaged in large construction programs in 
overseas areas under contract with contractors. This construction 
program includes construction in Turkey, Saudi Arabia, Tripoli, 
Morocco, the Azores, Leeland, Greenland, Newfoundland, Labrador, 
and offshore Korea. A major factor in recruitment of employees for 
overseas work is the protection offered for unusual risk of life and 
limb. 

Private insurance companies have declined to insure risk arising 
out of hostile acts in areas exposed to war hazard as there is no basis 
to establish a reasonable premium for such undertakings 
Requirement also for continuation of Public Law 161 

There is similar need to continue the effectiveness of the act of July 
28, 1945, which act provides only for detention and disability benefits 
occurring after capture or detention by an enemy of the United States. 

The effect of this provision is to make employees of the Government 
who are injured or killed during a period of internment or detention 
by enemy forces eligible for compensation under the Federal Em- 





: ' 
ployees Compensation A Prior to the enactment of this statute 


e 
in 1945, United States empioyvees who were captured Dy the enemy 


and subsequently suffered injury or death were not afforded the 
benefits of the Federal Emplovees Compensation Act as their injuries 
were not consia d directly related to the course of their employment 
within the ordinary meaning of the workman’s compensation statute 
( ( hat ple ed 

There are at present seven different statutes relating to war-ris! 
hazard and detention be lits The Department of Defense at thre 
present time, in conjunction with other departments and agencies in 
the executive branch whi hh have wh interest in the subiect Inatter, Is 
engaced ih a comprehens Ve study for the purpose ot producing a 
simpihed approach to this problem ‘This statute Is an interim ex 
tension OF eXIsting legislation awaiting final action and simpli callon 
0 ttre p oObtLem 





Ninety-five percent of the payments made under the provisions of 
the act of 1942 and the act of 1945 have been made to citizens of t! 
{ ted otates 

Che committee was of the opinion that the United States owes a 
responsibility to its employees overseas but ti ponsibility does not 
extend to nonnationals. The bill as introduce s therefore amended 
to rest t benefits to nationals of the United States and the bill was so 
passed by the Senate ‘The House concurred in this amendment 


FepERAL RESERVE AND BANKING LEGISLATION 


On January 7, 1953, Senator Robertson introduce 
wy Lf ! Bs 
which is “To define bank holding 


companies, control their future 


eXpansion, and to require the divestment of nonbanking assets 
On February 27, 1953, Senator Capehart introduced, by request 
. LIS where bears the title “To provid for the control and r 
ei j 1} ‘ . 7 +1 ’ 
tion of bank holding companies, and for other purposes 


The committee conducted hearine’s on these two bills on June 10 


: : si } ' 2 

| ind 12, 195 Durie the course of the hearines the committee 
; ; - : 

had printed as a committee print a proposed draft of a bill which 

( x“ Wwoulk define bank holding companies control thei future 


ther nonbankine Hssets 





Che hearn 12, 1953, subject to the eall of 
the chairman, \ is | ntention to recommen 
hear at \ Hearmes were scheduled for 
tl Let ( 17th of Jul 195 are thy 
rith ( thie 
hy comin Vi tO] to « eel tt additional hearime's be 
of the parhamentary uation the Senate When objection was 
I tO the CODLEELILL sittin While ti senna t was i ession \t 
{ Lrhie he Senat onvenhin req utly at the ho ol 10 nh) 
Pherefore hearings could not scheduled with any SsSILrancs 
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H.R ( 
> : g \ aes ww? 1 
| 10 he ( i 
| \ I I ( “ ION 
S. 1375 intreduced April 15, 1953, by Senator Capehart: reported 
to the Senate April 30, 1953, by Senator Goldwater (S. Rept. 209 
and on May 6, 1953, the Senate substituted and pa dH. R. 4004 
an identieal bill to S 1375, and S. 1375 was indeiinitely postponed 
DIGES OF STA It 
1 1 ] 1 
eliminates the requirement that each national banking association 
furnish annual vertiied list of its shareholders to the Comptroller of 
the Curreney Upon demand of the Comptroller any national 
banking association must furnish within 10 days a copy of its share- 
! Dom ‘ + . + . ] . i 144 ’ 
noide! list Statute further eliminates any double HWabulity on 
] ) 


ye 


shareholders of 
| | "a is | ae es 
ace the aiirmative action necessary to eliminate suc h Liabiil 


» national banking associations which had failed to 
t 


; \ 
Y- 


Former use of sharel Ider list 

The shareholder list to be furnished by each national banking asso- 
ciation to the Comptroller of the Currency as of the first Monday of 
July of each year was required by the National Banking Act of June 3, 


1864 These lists were used by the Comptroller in connection with 
collecting assessments of shareholders of insolvent national banking 


associations under the double liability provisions imposed upon them 


the Banking Act of 1933; and, seeond, the lists 


ler of the Currency and his staff to deter 


until the passage of 
were used by the Comptrol 
mine if the ownership of a national bank was closely or widely held; 
also to determine whether the ownership was primarily local or 
absentee, 
Usefulness superseded 

Section 22 of the Banking Act of 1933, as amended by section 304 
of the Banking Act of 1935 (12 U.S. C. 64a), elimmated the double 
liability imposed upon the shareholders of national banking asso- 
clations with respect to all shares issued after July 16, 1933, and pro- 
Vision was made for the elimination ol double lability on shares 
issued prior to that date upon compliance with certain publication 
requirements 

The second use ior which the list Was required is now covered by 
present examination techniques. This information is secured by 
examiners during their regular semiannual examinations of national 


banks. 


Burden on Comptroller 

There are now 5,000 national banking associations and some of 
them have as many as 8,000 shareholders. It is a severe burden on 
the banks to furnish such lists to the Comptroller and the checking 
and verifying of such lists requires much work on the part of the 
Comptroller 
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Elimination of double liability 

Because of the advent of the Federal Deposit Insurance Corpora- 
tion and section 22 of the Banking Act of 1933, making it possib 
eliminats double liability on the part of shareholders, the bill was 
amended so as to eliminate the double liability on the 25 banks in 





the United States which had failed to take the affirmative action 


necessary to remove the double liability feature from their stoc] 


Ee XPENDITUR BY FepeERAL Reserve BAaNnKs FoR BRANCH BANnt 
fH. R. 4605] 
Public Law 45—Approved May 29, 1953] 


To amend section 10 of the Federal Reserve A 
HISTORY OF LEGISLATION 


S. 1631, introduced April 14, 1953, by Senator Bricker; reported to 
Senate without amendment on May 5, 1953 by Senator Bricker 
(S. Rept. No. 226); and on May 21, 1953, the Senate substituted H. R 
4605 (H. Rept. No. 350), an identical bill to S. 1631, postponing 
indefinitely further consideration of S. 1631 and passing H. R. 4605. 


DIGEST OF STATUTE 


Increases from $10 million to $30 million the aggregate costs which 
may be incurred by all Federal Reserve banks, with the approval of 
the Board of ( rovernors, for consti ruetion of new branch-bank buildings 
or for improvements to existing structures. 

Establishment of branch banks 

The Federal Reserve Act authorizes the Board of Governors of the 
Federal Reserve System to permit or require any Federal Reserve bank 
to establish branch banks within the Federal Reserve district in which 
it is located. 

Cost oO} construction 

By the act of June 3, 1922, the authority of Federal Reserve banks 
to enter into contracts for the erection of branch-bank buildings was 
limited to structures costing not more than $250,000, exclusive of the 
cost of vaults, permanent equipment, furniture, and fixtures. Public 
Law 262, 80th Congress, provided that this limitation should not 
apply as long as the aggregate of such costs thereafter incurred with 
the approval of the Board of Governors was not in excess of $10 
million. Such amount was utilized or allocated in the purchase of the 
building for the Cincinnati branch, the construction of new buildings 
at Jacksonville, Portland, and Seattle, and in making major addi- 
tions to the buildings at the Detroit and Los Angeles branches. 


Additional space re quired by other branches 

In particular, new buildings or substantial improvements are 
needed for the branch Federal Reserve banks located at Buffalo, 
Pittsburgh, Baltimore, Charlotte, Birmingham, Nashville, New 
Orleans, Louisville, Denver, Oklahoma City, Omaha, El Paso, 
Houston, San Antonio, and Salt Lake City. Such need is urgent and 
at some branches constitutes emergency situations. 
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Reason additional space req ured 

Since 1928, when most of the branch-bank buildings were built or 
acquired, the operations at each branch have greatly expanded because 
of the ever-increasing volume of business handled. The space required 
for efficient operation has mere asec corre spondingly 


The greatest increase in volume of work has resulted from the han- 


dling of currency and coin and the collection of checks Money in 
circulation, around $30 billion, practically all flows through the led- 
eral Reserve banks and branches. This is three times the amount that 
circulated before World War Il. In the past 12 vears, the number of 
coins received and counted by the branches has more than tripled, as 
has the number of pieces of paper currency and checks 
Estimated cost of buildings and im prove ments 

After allowance for a 10 percent margin, the total estimated cost, 
exclusive of vaults, permanent equipment, furnishings, fixtures, and 
land, is approximately $18,500,000. 
Appropriated funds not involved 

Funds of the Federal Reserve banks are used in the construction 
or improvement of their buildings. No appropriated funds are 
involved. Costs are capitalized and carried as assets of the bank 
All construction projects must be first submitted to the Board of 
Governors for approval. The Board considers the proposal in the 
light of the needs of the branch, the type of building to be constructed, 
the reasonableness of the cost, the availability of materials, and 
whether the construction is generally in keeping with the prevailing 
economic situation. 
Comment on committee work 

No hearings were deemed required by your committee. The Chair- 
man of the Board of Governors of the Federal Reserve System 
requested the legislation. No objection to the legislation was made 
known to the committee. Moreover, in 1950, your committee had 
considered and reported favorably a bill on the same subject, which 
passed the Senate, but before action could be taken by the House, 
the Korean conflict developed and scarcity of materials and infla- 
tionary pressures made further action inadvisable at that time. 


FEDERAL CREDIT UN1on Act AMENDMENT 
[S. 1665] 
To amend the Federal Credit Union Act 
HISTORY OF LEGISLATION 


S. 1665 introduced April 17, 1953, by Senator Beall (by request) ; 
reported to the Senate July 11, 1953, by Mr. Bush, with amendments 
(S. Rept. 394); passed Senate July 18, 1953 


DIGEST OF BILL 


Section 1 of this bill amends the Federal Credit Union Act to 
provide that directors of Federal credit unions may make an interest 
refund to borrowers if earnings of the credit union for the year are 
sufficient to justify such a refund. 
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Forest Tract Loans ry NATIONAL BAnkrne ASSOCIATIONS 
[H. R. 5603) 
[Public Law 285, Approved August 15, 1953] 


To amend the Federal Reserve Act so as to authorize national banking associations 
to make loans on forest tracts 


HISTORY OF LEGISLATION 


S. 2069 introduced June 8, 1953, by Senator Cordon: reported 
the Senate July 30, 1953, by Senator Bricker (S. 7 731); August 
1, 1953, House bill 5603 substituted and passed in lieu of S. 2059, 
further consideration of S. 2069 being indefinitely cidanihie d. H.R. 
5603 was introduced by Congressman Ellsworth on June 8, 1953, and 
was passed by the House on July 27, 1953. 


DIGEST OF STATUTE 


Amends section 24 of the Federal Reserve Act so as to permit na- 
tional banking associations to make real-estate loans secured by first 
liens upon forest tracts which are properly managed. Loans would be 
limited to 40 percent of the appraised value of the economically 
marketable timber offered as security and the loans ‘did be made 
upon terms and conditions to assure that at no time would the loan 
balance exceed 40 percent of the original appraised value of the 
eC? marketable timber then remaining. Maturity of these 
loans would be limited to 2 vears except that loans for a term of 10 
vears might be made if the security instrument provides installment 
ee sufficient to amortize the principal of the loan within a 
period « f 10 years and at a rate of at least 10 percent per annum, 
A ni ao al banking association would 2 — din making such loans 
to an aggregate sum not in excess of ) percent of its capital stock 


paid in and unimpaired plus 50 percent of its unimpaired surplus. 
Lending limitations on real estate by national banking associations 

Prior to the enactment of this statute section 24 of the Federal 
Reserve Act permitted national banking associations to make real- 
estate loans on improved residential, commercial, and farm properties. 
The aggregate amount of such loans which a bank may have outstand- 
ing is limited to the amount of its capital stock paid in and unimpaired 
plus the amount of its unimpaired surplus fund or 60 percent of its 
time and savings deposits, whichever is greater. 


Loans on timber tracts were prohibited 

The Comptroller of the Currency interpreted section 24 not to 
permit loans on timber tracts. The amendments of this statute would 
specifically change section 24 so as to make possible loans on properly 
managed timber tracts by national banking associations. ‘The na- 
tional bank making the loan would have to take the entire amount 
of the obligation itself. Any such first-mortgage loans on forest tracts 
would be included in the permissible aggregate of all real-estate loans 
which a national bank may hold, but a special limitation would be 
added that in the case of such timber loans the national bank would 








20 SUMMARY OF ACTIVITIES 


be limited to an aggregate amount not in excess of 50 percent of its 
capital stock paid in and unimpaired plus 50 percent of its unimpaired 
surplus fund. 


Standing timber sound collate ral for loans 


A new concept of timber growing and cutting has developed in the 
United States. Large areas of forest lands are now managed and the 
forests are considered to be a permanent and perpetual crop. The old 
“cut and get out” idea where the forests were thought to be a one-crop, 
single-term asset has been replaced. Fire prevention, pest control, 
selective cutting, and reseeding after cutting, are the major factors 
responsible for this change in concept concerning forests. 

The bill provides that loans shall not exceed 40 percent of the 
appraised value of the economically marketable timber. The 
collateral, standing timber, is subject to the hazards of fire and pests. 
Experience has shown, however, that the loss from fire, insects, pests, 
and disease has steadily decreased. More than 85 percent of all 
forest lands are now under organized protection from fire and less 
than 1 percent of the protected area is now burned annually. For 
the country as a whole, the annual loss from these natural causes is 
estimated at about one-half of 1 percent of the total volume of stand- 
ing timber. 

The limitation of the amount that may be loaned in proportion to 
the estimated value of the standing timber, together with the tighten- 
ing supply situation for marketable timber and the prospective long- 
term expansion in the use of timber products should adequately 
protect the lending agencies. In managed forests the volume growth 
may be expected to average from 3 to 5 percent annually and value 
increment may be at a substantially higher rate. 

Necessity for credit 

Ninety-nine percent of all owners of forest tracts are in the little- 
forest class. The average ownership, nationwide, is 82 acres for all 
ownership of private commercial forest tracts. Tree farming, like 
every other constructive farm enterprise, must often have financing. 
If credit facilities are available trees can be grown a few years longer, 
accruing more value per tree per acre. One of the greatest forestry 
problems of the Nation, which is premature harvesting, may be 
overcome. 

Improved forestry methods, enlightened concept of timber cutting, 
and strong potential demand for timber products combine to make 
standing timber sound collateral for bank loans. 

Hearings were held on 8S. 2069 on July 20, 1953. 


Hovustna LEGISLATION 


Your committee’s work and recommendations in the development 
of the Federal housing programs since the end of World War II have 
contributed much to the progress thus far achieved toward the goal 
of providing an opportunity for every American to enjoy a decent 
home. It is essential that this progress not be interrupted but 
accelerated. Better housing, in your committee’s judgment, is not 
only a requisite for an improved standard of living but is a basic 
factor in our ability to maintain a healthy and expanding economy. 
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Accordingly, your committee acted upon several housing bills with 
the above objective in mind. Since the new Housing Administrator 
has undertaken a comprehensive review of all the Federal housing 
laws and programs and will present to Congress during the second 
session his recommendations with respect to improving and making 
them more effective, your committee confined its consideration and 
recommendations largely to legislation extending and perfecting the 
existing programs. 

The action which your committee has taken will increase the al- 
ready high level of modernization and repair of existing housing. 
It should encourage the construction of lower priced sale housing and 
a greater volume of lower and moderate rental housing, where the 
need is so great. It should offer sufficient inducement for the builders 
of America to build a much greater amount of sale, rental, and co- 
operative housing for the minority groups in our country, the need for 
which cannot be emphasized too strongly. 

Your committee’s action should have the effect of loosening the 
tight market situation with which the home-building industry has 
been plagued during the past year. It should facilitate the flow of 
investment funds into the home-building industry and serve to main- 
tain a reasonably high level of construction throughout the next year. 
It should dissipate the fears of all those who are omnisciently pointing 
to an impending recession. It should maintain and increase construe- 
tion employment, the manufacture and sale of building materials, 
plumbing and hardware supplies, and induce an expansion in house- 
hold furnishings and equipment, and provide more traffic for our 
trucking and railroad industries. In summary, it should maintain 
and improve the health of a very important segment of our economy. 


An INCREASE IN FHA INSURANCE AUTHORIZATION FOR HomE MODERNIZATION 
AND REPAIR LOANS 
[S. J. Res. 27] 
[Public Law 5—Approved March 10, 1953 


To amend section 2 (a) of the National Housing Act, as amended 
HISTORY OF LEGISLATION 


The resolution was introduced by Senator Capehart on January 23 
1953, and reported by Senator Ives, without amendment (S. Rept. 34) 
It passed the Senate with an amendment on February 25, 1953, and 
on the next day, passed the House. The bill was approved by the 
President on March 10, 1953. 


? 
. 


DIGEST OF RESOLUTION 


The act increases the title I loan insurance authorization of the 
Federal Housing Administration from $1,250 million to $1,750 million. 
This authorization covers insurance by the FHA of loans, which are 
generally not secured by mortgages, for the repair, alteration, or im- 
provement of existing structures and, in the case of certain small loans, 
for some types of new construction. 

The act also modifies section 2 (a) of the National Housing Act to 
make it clear that the new dollar limitation governing the title I 








se 
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insurance authorization refers to the aggregate of loan amounts ad- 
vanced to borrowers, exclusive of financing charges. Thus, where 
the face amount of the loan note is $200, covering $190 advanced to 
the borrower and a $10 financing charge retained by the lenders, the 
sum of $190, rather than $200, would be charged against the total 
insurance authorization. This method of arriving at the available 
title | authorization would be consistent with all the FHA authoriza- 
tion limitations contained in other titles of the National Housing Act. 

Section 2 provides that prior to June 30, 1954, the FHA Com- 
missioner shall pay out of the capital account of title I insurance 
fund to the Secretary of the Treasury the amount of $8,333,313.65 
which constitutes the Government investment in the capital account 
of the title | insurance fund. 


CONTINUES HousInGc PREFERENCE UNDER TITLE 5 oF THE LANHAM AcT TO 
KOREAN Wark VETERANS 


[S. 1376] 
[Public Law 98—Approved June 30, 1953 


To amend section 503 of the act entitled ““An Act to expedite the provisions of 
housing in connection with national defense, and for other purposes” 


HISTORY OF LEGISLATION 


S. 1376 was introduced by Senator Capehart on March 18, 1953, 
and reported without amendment by Senator Goldwater on May 1, 
1953 (S. Rept. 213). It passed the Senate on May 6, 1953, and passed 
the House, with an amendment, on June 27, 1953. The Senate con- 
curred in the House amendment on June 29, 1953, and it became 
Public Law on June 30, 1953 


DIGEST OF STATUTE 


The act provides a technical amendment to the Lanham Act (42 
U.S. C. 1521 et seq.) which clarifies the authority of the Housing 
and Home Finance Agency to give, after July 1, 1953, to any Korean 
war veteran whose service commences after that date, the same 
preference for admission to housing provided under title V of that 
act, as is given to veterans of World War II and to Korean war veterans 
whose services commenced before that date. The necessity for this 
clarifying legislation arose from the fact that certain powers expired 
on July 1 of this vear under the Emergency Powers Continuation 
Act (Publie Law 45, 82d Cong.), as amended by Public Law 12, 
83d Congress 

It also clarifies the Bankhead-Jones Farm Tenant Act and section 5 
of the Housing Act of 1949, as amended, to make it clear that the 
Korean war veterans are eligible under the provisions of those acts. 
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Hlousinc Act AMENDMENTS OF 1953 
[S. 2103] 


[Public Law 94—Approved June 30, 1953] 


Housing amendments of 1953 
HISTORY OF LEGISLATION 


S. 2103 was introduced by Senator Capehart on June 10, 1953, and 


reported with an amendment on June 23, 1953 (S. Rept. 455). It 
passed the Senate on June 25, 1953, with amendments and the House 
on June 27, 1953, with an amendment. <A conference was held and 


its report was agreed upon in the House and Senate on June 30, 1953, 
and the President signed the bill into law that same night. 


DIGEST OF STATUTI 


FHA MORTGAGE INSURANCI 


Section 7. Increase in mortgage insurance authorization The ceneral 
FHA mortgage insurance authorization is increased by section 7 from 
$1,900 million to $3,400 million—an increase of $1% billion This 
increase allows the President to make allocations from that amount 
of additional authorization, from time to time, to the various FHA 
mortgage insurance programs as needed. 

Changes.in mortgage terms 

Section 8. Diseretionary Presidential authority section 203 low-cost 
homes.—A new subsection (g) is added to section 203 of the National 
Housing Act to authorize the President to allow more liberal loan-to- 
value ratios and longer maturities for mortgages insured by the FHA 
to finance single-family new homes where the mortgagor is the owner- 
occupant. The time and extent of any liberalization are to be deter- 
mined by the President as being in the public interest, taking into 
account the general effect of the action upon conditions in the building 
industry and upon the national economy. However, the more liberal 
terms permitted by the President under this authority may not provide 
for a mortgage in excess of $12,000 or a maturity exceeding 30 years. 
A down payment of at least 5 percent is required. 

Section 2. Maximum mortgage amounts section 8 low-cost homes. 
Section 2 increases the mortgage ceilings permitted by section 8 for 
mortgages insured under that section. This increase in maximum 
mortgage amounts is intended to encourage the construction of sound 
and satisfactory housing at moderate prices in outlying and suburban 
areas. 

The following changes in section 8 are provided: 

1. The basic maximum mortgage amount (where the mortgagor is 
the owner-occupant) is changed from $4,750, not exceeding 95 percent 
of value, to $5,700, not exceeding 95 percent of value. The maximum 
previously permitted in the law for high-cost areas ($5,600 or $8,000 
where also a disaster area) is deleted. 

2. The maximum mortgage amount where the builder is the mort- 
gagor is changed from $4,250, not exceeding 85 percent of value, to 
$5,100, not exceeding 85 percent of value. 
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3. Section 8 of the act provided that, in order to take advantage 
of the amounts permitted for an owner-occupant mortgage, the mort- 
gagor must have paid on account of the property at least 5 percent 
of its value in cash or its equivalent. Section 2 changes this percent- 
age to 5 percent of the Federal Housing Commissioner’s estimate of 
the cost of acquisition of the property. This amendment is not 
meant to result in costs being used as a factor in determining maxi- 
mum mortgage amounts. The amendment is designed to eliminate 
inequities in certain cases where higher valuation on one of several 
properties with the same sales prices causes a higher cash payment 
and therefore a lower mortgage amount than on the other parcels of 
less value, 

Section 5 (a). Maximum mortgage amounts—se ction 207 rental hous- 
ing.—‘Subsection 5 (a) amends section 207 (c) of the National Hous- 
ing Act to provide that the maximum amount of a mortgage insured 
by the FHA under section 207 (the rental housing provision) shall be 
$2,000 per room (up to $10,000) not exceeding 80 percent of value. 
The dollar limit is $7,200 per family unit, not exceeding 80 percent of 
value, if the number of rooms in the project does not equal or exceed 
t per family unit. However, if the number of bedrooms in the project 
is equal to or exceeds 2 per family unit and the mortgage does not 
exceed $7,200 per family unit, the mortgage may be in an amount not 
exceeding 90 percent of value. 

This new formula is in place of the previous limitation of $8,100 per 
family unit (or $7,200 if the number of rooms is less than 4 per family 
unit) and 90 percent of po value of the property up to $7,000 and 60 
percent of the value over $7,000 up to $10,000. 

Section 25 (a). ee . FHA mortgage marvmums in Hawaii. 
It allows the FHA Commnieaiantes to permit the maximum amounts of 
mortgages financing homes in Hawaii to be increased up to, but not 
exceeding, 50 percent, if he finds that, by reason of higher costs pre- 
vailing in the Territory, it is not feasible to construct dwellings in 
Hawaii without sacrifice of sound standards of construction, design, or 
livability. The increases allowed in such mortgage amounts are 
required to be no higher than the Commissioner finds necessary to 
compensate for the hieher costs. 

Section 25 (ec). FHA loans in Alaska-—same terms for private 
lenders as for Alaska Housing Authority.—Section 214 of the National 
Housing Act is amended to permit private lenders in Alaska to make 
certain FHA-insured housing loans on terms equal to those made by 
the Alaska Housing Authority. By this amendment the FHA 
Commissioner is authorized to issue to other approved mortgagees the 
same commitments which are issued to the Alaska Housing Authority 
in any case where the mortgagor is regulated or restricted by the FHA 
as to rents, sales, and capital structure. (S. J. Res. 71, discussed 
below, included this.) 

Sections 6 and 10 (e). Interest rates—increases in FHA statutory 
marimums.—Sections 213, 803, and 908 of the National Housing Act 
formerly provided that the interest rate on mortgages insured by the 
FHA under those sections might not exceed 4 percent. Provisions in 
the act limiting the maximum interest rate on other FHA-insured 
mortgages permit FHA to establish interest rates up to 4% percent 
for rental housing and up to 5 percent for sales housing (6 percent 
under certain special circumstances). Because of this statutory 
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4-percent limit in sections 213, 803, and 908, FHA could not increase 
by regulation the interest rate on cooperative housing and military 
and defense rental housing mortgages governed by these sections 
when the interest rates on mortgages under other FHA programs 
were increased early in May 1953. To avoid any market discrimina- 
tion as to these three types of housing because of different interest 
rates, sections 213, 803, and 908 were amended to provide higher 
maximum statutory rates for the three types. In the case of section 
213 cooperative housing mortgages the previous statutory maximum 
interest rates are increased from 4 percent to 4% percent, except that 
the statutory maximum for mortgages covering individual housing in 
FHA cooperative projects is 5 percent. Similarly, the statutory 
maximums in sections 803 and 908 (military and defense rental housing) 
are raised from 4 percent to 4% percent, so that the statutory maximum 
interest rate for these two types of rental housing mortgages is the 
same as the section 207 rental housing interest rate maximum. (‘These 
provisions were included in S. 1993 discussed below.) 

FHA Military and Defense Housing 

Section 10 (a). Extension of title VIII authorization.—It extends 
for 1 year, until June 30, 1954, the special title VIII authority of the 
FHA to insure mortgages on privately financed rental housing for 
military and civilian personnel assigned to duty at military and AEC 
installations. 

Section 10 (b). Prevention of “mortgaging out,” title VIIT military 
housing.—Adds a new paragraph to subsection 803 (b) of the National 
Housing Act, as amended, requiring the mortgagor under a title 
VIII FHA-insured mortgage to agree to certi fy either (a) that the 
amount of the actual cost to him of the physic al improvements on the 
property equaled or exceeded the proceeds of the mortgage, or (6) the 
amount by which the proceeds of the mortgage loan exceeded the 
actual cost of the physical improvements. In the latter case, the 
mortgagor would be required to agree to pay, within 60 days after 
the certification, any excess of the amount of the mortgage loan over 
the actual cost of the improvements. The excess would be paid to 
the mortgagee for application to the reduction of the principal amount 
of the mortgage, thereby reducing the contingent mortgage insurance 
liability of the FHA. Costs of off-site public utilities and streets and 
of organization and legal expenses are not considered part of the cost 
of the physical improvements. Also, the costs borne by the Defense 
Department for preparing plans and specifications and for improving 
the site are, of course, not considered as the mortgs igor’s costs if they 
are not passed on to him. This amendment is designed to assure that 
the mortgagor-sponsors or builders of FHA title VIII military rental 
housing have an actual investment in the housing over and above 
funds borrowed on mortgage security. 

Section 16. Extension of title IX authorization.—Extends the FHA 
authority to insure mortgages under title IX (liberal mortgage in- 
surance in critical defense areas) for 1 year—until June 30, 1954. 

Section 11. Termination of certain title 1X commitments.—There are 
a few cases were FHA has made a commitment to insure a mortgage 
under title IX but subsequently, because of changes in defense re- 
quirements or other circumstances, there is no longer a sufficient 
prospective market for the dwelling units in the property covered by 
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such commitment to avoid a default if the units are completed and 
the mortgage insured. To avoid larger eventual losses to the FHA, 
if such units were to be placed under construction and completed, 
section 11 authorizes the Commissioner, in the interest of conserving 
the national defense housing insurance fund, to make such cash 
payment from that fund to the mortgagor or the mortgagee, or both, 
in any such cases in exchange for a release of the commitment, as the 
(Commissioner determines to be necessary to reimburse the mortgagor 
or the mortgagee, or both, for monetary loss resulting from previous 
expenditures made or obligations incurred in reliance on such commit- 
ment. 


Mortgage Insurance Funds 

Section 9. Repayments to Treasury.—Pursuant to the provisions of 
the National Housing Act special funds have been created for carry ing 
out the provisions of the various FHA insurance programs. The 
initial capital required to establish some of the FHA funds was 
furnished by the Treasury, as also were some of the moneys required 
during the early years, for administrative expenses. Section 9 pro- 
vides that all of these funds furnished by the Treasury shall be 
deemed to be an indebtedness to the United States of the particular 
insurance fund involved. ‘The indebtedness is to be repaid to the 
‘Treasury, with simple interest at the rate determined by the Secretary 
of the Treasury, as rapidly as possible without impairing the solvency 
of the several insurance funds involved. The amount of repayments 
to the Treasury, exclusive of the interest to be paid, is estimated to 
be about $57 million. 

Section ov. Flexibility in USE of FITA insurance funds. Authorizes 
the Federal Housing Commissioner to transfer moneys among the 
various FHA insurance funds, except the title I fund which serves 
the repair and improvement loan insurance program and the title I] 
mutual mortgage insurance fund. This authority will expedite the 
repayment to the Treasury of moneys held by some of the insurance 
funds (as provided in sec. 7). It will also permit temporary transfers 
from one fund with a strong cash position to provide moneys to pay 
maturing debentures payable from another fund temporarily short of 
cash. 

Section 5 (b). Maturity of FITA section 207 debentures.—Where 
there is a default on a rental housing mortgage insured by the FHA 
under section 207 of the National Housing Act (the regular FHA 
insurance program for rental housing), the insurance claim is paid 
by the issuance to the mortgagee of FHA’s debentures, which are 
guaranteed as to principal and interest by the United States. These 
debentures bear an interest rate which is determined when the mort- 
gage is insured, but which cannot exceed 3 percent annually. Under 


the former provisions of the law, these debentures mature 20 years 
from the date of their issuance. Subsection 5 (b) amends section 
207 (i) of the National Housing Act to reduce the term of future 
FHA debentures issued under that section from 20 years to 10 years. 

Section 4. FHA mutual mortgage insurance fund.—This section 
makes changes in the operation of the mutual fund in order to 
strengthen the fund. It provides statutory authority for increasing 
the resources of the general reinsurance account. The changes are 
as follows : 
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First. The Federal Housing Commissioner is required to establish 
au rate for th transfer to thr nera insural account of not less 
than 10 percent nor more than 35 pereent of the premiums collected 
hereafter in connection with an individual group account, instead of 
the previous provision for transferring only 10 percent at the maturity 
of the Froup account However. in order to a ire adequate pro 
tection to the Government at the earliest practicabl ime, th 
Commissioner is turther directed to transfer to th neral reins 
ance account LOO percent of all such futu nium cha Soul 
such time as h det mines that th serves in the ven: | rein ! 
account re ufficient O pay ill estimated l clé no 
individual group accounts 
Second. The Commissioner is required to transfer that portion of 
future premtums which is earmarked for the neral reimsurat 
account semiannually after them re Dt With respect to ps DI 
miums, the amendment provides for a transfer, as of July 1, 1953, of 
10 per nt of the premiums heretofore er ited » tine roup accounts 
The law formerly provid | for the transfer to take place at the matum 
ity of the group accoun The proposed earlier periodic transfers 
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of the entire home mo) e msurane vstem unce zeetion 2038 of th 
National Housing Act 
Fourth. The Commissioner is required under the provisions of 


this act to limit the shares distributed to mortgagors so that they 
will never, under anv circumstances, exceed the sum of the premiums 
paid by them. Any amounts in excess of this statutory limit will be 
transferred to the general reinsurance account at the maturity of the 


individual group account 
FEES ANI CHARGES RELATIN ro 4 AND iA MORI \ s 


Section 23.—Section 504 of the Housing Act of 1950 requires the 


; . ‘ ; y 
Federal Housing Commissioner and the Veterans Administrator to 
issue regulations limiting charges and fees imposed upon the builder 
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‘ler, or the veteran or other purchaser, in connection with 
the FHA-insured or VA-cuaranteed mortgages financine the con 
struction or sale of housing Section 203 adds a provision to section 
SOA ft ho affae hs } eculat limitine charees ¢ | fees shall 
oU+ to the effect that the reguiations limiting charges and tee igi 


not be construed to include any loss suffered by an originating lender 


or OoLher sé 


in the bona fide sale or pledge of or an agreement to sell the mortgage 
FNMA SECONDARY MARKET FOR HOUSIN MORTGAGES 


Section 13. (a) Advance commitment authority. The Federal Na 
tional Mortgage Association’s authority to make advance commit 
ments to purchase military, defense, and disaster housing mortgages 
is extended by section 13 (a) for 1 year—to July 1, 1954. 

Section 14.— Makes additional FHA section 213 cooperative housing 
mortgages eligible for advance commitments to purchase by the Fed 
eral National Mortgage Association. Public Law 243, 82d Congress, 
authorized the FNMA to enter into advance commitments to pur 
chase FHA section 213 mortgages financing cooperative housing with 
respect to which the Federal Housing Commissioner had issued, prior 
to June 29, 1951, a commitment to insure or a statement of eligibility 
for insurance. Section 14 amends Public Law 243 to change the dead- 
line date which makes section 213 mortgages eligible for advance 
commitments from “June 29, 1951,” to “September 1, 1958."" This 
makes FEA section 213 cooperative housing mortgages with respect 
to which the FHA has issued a commitment to insure or a statement 
of eligibility for insurance prior to September 1, 1953, eligible for 
advance commitments from the Association. 

In addition, section 14 exempts section 213 cooperative housing 
mortgages from the statutory limitation which prohibits FNMA from 
purchasing mortgages which exceed $10,000 per family dwelling unit 
in original principal amount. This exemption applies, however, only 
in the case of mortgages covering housing in which the number of 
rooms equals or exceeds 6 for each family unit, and in which the 
number of bedrooms equals or exceeds 3 for each family unit. 

The amount of advance purchase commitments which the Federal 
National Mortgage Association was authorized to make under Public 
Law 243 for section 213 mortgages is limited to $30 million outstanding 
at any one time. The law further provides that not more than 
$31 million of this authorization is available for such commitments in 
any one State. Approximately $17 million of the authorization 
under Public Law 243 is unused and is now available for the addi- 
tional cooperative housing mortgages made eligible by this section of 
the act. 

Section 13 (6). Over-the-counter purchase authority—The Housing 
Act of 1952 increased the total FNMA authorization by $900 million 
and limited that additional authorization to defense, military, and 
disaster mortgages. The limitation appears in the proviso to the 
first sentence of section 302 of the National Housing Act. A portion 
of that additional authorization was estimated not to be needed for 
defense, military, or disaster mortgages. Subsection 13 (b) repeals 
the proviso, thereby freeing approximately $200 million of this $900 
million advance commitment authorization for over-the-counter pur- 
chases of other VA and FHA mortgages. The total FNMA author 


ization is not increased by this change. 
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Section 2h h Purchase ol FHA \V/ ITGaAdges ¢ }) % fi Qs vl G a 
Hawaii. Adds a new provision to Public Law 52. Stist Coneress 
o the effect that any FHA-insured mortgages secured by dwellings 
in Guam or Hawail mav be offered to the Federal National Mortgage 








Association for purchase. In addition, this provision exempts such 
mortgages from the $10,000 per family dwelling unit Imit, which 
ppl sto the prine ipal amounts of other mo tgvaces purchas d by the 
Kederal National Mortgage Association Proviston for Guam was 
included in S. J. Res. 71, deseribed below.) 

Section 12. FEF NALA 1-for-1 sale and purchase p mn Section 12 
makes three changes in section 361 (a) (1 Ik) of the National Hous- 
ing Act — first two amendments are purely technical and are 
designed to make it clear that the computation of the 50-percent pur- 
chase restriction is based upon the prin Ipal amount of the mortgage 
paid Dy the FNMA, which cludes an rMiuinol djustments in the 
purchase price tine from acerued interest and service charges 


The third amendment provides express statutory authorization to 
KNMA to enter into contracts, in connection with the sale of its 
mortgages, to purchase mortgages in amounts not exceeding the 


amounts being sold. Mortgage lenders will thus be encouraged to 
purchase mortgages from FNMA if they kno w that they will late 
be able to sell it eligible mortgages. The legislation makes 2 basic 
changes in the 1-for-1 plan previously adopted by the FNMA with 


+ | 


out express statutory provisions. Under the nonstatutory plan the 
FNMA undertaking to purchase mortgages in the future was not 
binding legal contract, and also, the purchases were necessarily sub 
ject to the 50-pereent statutory limitation. Under the statutory l-for 
| plan, the purchase agreement can be made legally binding, and the 
50-p ercent limitation can be waived by the FNMA. The authority 
of the FNMA to issue purchase contracts under this section expires 
July 1, 1954, and the amount of such contracts is limited to a total 
of $500 million. The purchase contracts will not be transferable 
without the approval of FNMA 


GOVERNMENT-CONSTRUCTED DEFENSI HOUSIN PREI BRI hb HOUSING, AND 
SITES IN ISOLATED DEFENSI AREAS 


Section 16.—The authority in the Defense Housing and Communi 


Facilities and Services Act of 1951 (Public low 139, 82d Cong.) to 
provide Government-constructed temporary defense housing in critical 


defense housing areas is extended by section 16 for 1 year (to June 30, 
1954). However, similar authority with respect to permanent defense 


housing is not extended. 

It also amends the Defense Housing Act to provide that after June 
30, 1954, no prefabricated housing loan can be made by the Housing 
and Home Finance Administrator under section 102a of the Housing 
Act of 1948, as amended, except where a commitment to make such a 
loan was issued by the Administrator on or before June 30, 1953, or 
where an existing loan held by the Administrator on June 30, 1953, is 
being refinanced. 

Sections 17, 15, and 19.—Section 17 is a technical amendment made 
necessary by a provision in section 16. 

Title IV of the Defense Housing and Community Facilities and 
Services Act of 1951, which deals with the provision of sites for housing 
and community facilities needed to serve new defense installations in 








30] doa 3, Is repe tiled b section 19 “\ ion » Is nan tech | 
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Sections 10 ar LS Section 16 extends for 1 vear, until June 30 


1954, the Keds ral aid for community services and facilities in critical 


defense housing areas provided by title LI] of the Defense Housing 
and Community Facilities and Services Act of 1951 In addition, 
section 18 adds a provision to section 315 ( of the 1951 aet which 


makes it possible for the Housing and Home Finance Administrator 
to make a loan or crant to a relocated community when its forme 


site has been requisitioned by the Atomic Energy Commission. New 
elle nton, S.C , Was cited as an exainy le of 2 community eligible for 
such assistance (New Ellenton provision was provided for in S. 799 


discussed below 


( PLT (it 5 FOR SLUM CLI R N \ D URBAN REDEV LOPMES 


Section 22 Subsection 106 (e) of the Housing Act of 1949 contains 
a provision that not more than 10 percent of the Federal grants for 
slum clearances and urban redevelopment authorized under title [ of 
the Housing Act of 1949 shall be expended in any one State The 
total capital rrant authorization under that title 1s $500 million so 
that contracts fol capital erants entered into with local communities 
In anv one State May not aggregate over $50 million 

Section 22 makes available $35 million (out of the presently author- 


ed $500 million) for contracts for capital grants which could be 


entered into without regard to the 10-percent limitation. However, 
thy »sectlion also proy ides that no State would be eligible for any share 
of this $35 million unless contracts have been entered into with local 
public agencies in that State which eall for capital erants exceeding 
two-thirds of the amount which the law presently permits for that 
otate 


IN l cr rh ETERMINATIO ; I I 
SECTION £4 Title I of the Housing Act of 1949, as amended, pro 
for Federal aid in the form of loans and grants to local commun 
{ for slum clearance and urban redevelopment Title IV of the 
Housing Act of 1950, as amended, provides for Federal loans to col 
leges for the construction of college housing The United States 
Housing Act of 1937, as amended, provides for Federal aid in the form 
of loans and annual contributions to local communities for low-rent 
Pub ile housin lh the slum learance and urban redevelopment 


program and in the low-rent housing program, under the law prior to 
the enactment of this act, the imterest rate on the Federal loans could 
not be lower than the annual rate of interest specified in the most 
recently issued bonds of the Federal Government having a maturity of 
10 vears or mor In the college housing program, the rate was fixed 
by law at the annual rate of interest specified in the most recently 
issued bonds of the Federal Government having a maturity of 10 
vears or more, plus one-fourth of 1 percent 
Section 24 ties the interest rate in each of the three Housing Agency 
programs to a minimum base rate which will 
1. reflect market vields, instead of interest rates specified in the 
bonds when issued; 
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es SUMMARY OF ACTIVITIES 


' | 1O29 
S. LYY vas introduced Senator 4 vhart on Ma ; | i 
t sith ty vel nit »ft an | we ~ De as ; 
i ! report ! vith mewn en er headrin’s \ l Or penn 
I ~% « > } t . 
( June 10, 1953 5 R rf rsh il yssed sSenat 1 lll » 
1953. withou mendment, tt p 1 Hou ith amendments 
on -hume ; 1953. and on June 0. 195 t SOT oO irredl in 
} 11 +} > ae \~ 
HH I l ments | i Oved i ti | “] oT ‘ 1} | ) 
i oO S i 
i +1 ; ] ‘ 
The aet revise ® jnaximum interest rates on dir 
' ! 41 ’ > 7 Ee 10,4 
home loans under the Servicemen’s Readjustment A ol 4, as 


amended, so as to make it conform to the maximum interest rate « 


‘uaranteed home loans under that act, or 4 percent It. clarified the 
Veterans’ Administrator’s authority, with the approval of the Seer 


] 4 ! : 1 
lrreasury, to vary the rates below the maximum as well as 


tary of the 


up to the maximum. It extends for 1 vear the direct home loan pro- 

im with an additional $100 million to be made available at the 
um rate of $25 million per calendar quarter 

S. 1993 as it was reported to the Senate also made provision for 

an increase in the maximum interest rates on certain FHA-insured 

loans where they were fixed by statute. These provisions were 


incorporated in S. 2103 (Public Law 94, 83d Cone.) in sections 6 
and Oc, di cussed above. 


Making FNMA AvatILABLeE FoR GUAM AND ALAsKA HousING 
[S. J. Res. 71] 


| of the Federal National Mortgage Association to 
(juam and amending the National Housing Aet with respect to using in 


HISTORY OF LEGISLATION 


The resolution was reported as an original committee resolution by 
Senator Ives on April 21, 1953 (S. Rept. 155), after hearings and 
committee consideration on a similar resolution, Senate Jomt Resolu- 
tion 26, which was introduced by Senator Capehart on January 23, 
1953. It passed the Senate, without amendment, on a eall of the 
calendar on May 6, 1953. The provision as amended was incor- 
porated in the housing amendments of 1953, 5S. 2103, as reported by 
the House and was accepted by the Senate in conference, (See see, 
25 of S. 2103, Public Law 94, 83d Cong.) 


DIGEST OF RESOLUTION 


Section | of the resolution extends to the Territory of Guam the 
special Federal National Mortgage Association authority contained in 
the Alaska Housing Act, as amended. It would permit the FNMA 
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LO Thaxke prior commitments and pu hase HA mortgages eX¢ edu 
$10,000 in amount for family or dwelling units located in Guam 
Section 2 of the resolution would permit private lenders in 
make certain FH A-insured loans on terms equal to those 
loans made by the Alaska Housing Authority pursuant to 
Housing Act (Publie Law 52, 81st Con 
Tue Derense Hovst <> Community 1 3 A 
\MI ) 
~ 7 
[ nd the D H ( I's 3 
| sa led 
HISTORY OF LEGISLA 
S. 799 was introduced by Senator Maybank on February 6, 1953 
and reported without amendment by Senator Maybank on February 
IS (S. Rept. 46). It passed the Senate on February 25, on a call 
of the calendar. It was included In a) ae > by the House Banking 


and Currency Committee and is now included in Publie Law 94, 83d 
Congress, as section 18. 


DIGEST OF BILL 


It adds a provision to section 315 (e) of the 1951 act which makes it 
possible for the HHFA to make a loan or grant to a relocated com- 
munity when its former site has been requistioned by the Atomic 
Energy Commission. New Ellenton, S. C., was cited as an example 
of a community eligible for such assistance 


RECONSTRUCTION FINANCE CORPORATION 


LIQUIDATION Ac1 
fH. R. 5141] 
[Public Law 163—Approved July 30, 1953] 


Reconstruction Finance Corporation Liquidation Act tle I of H. R. 5141 
HISTORY OF LEGISLATION 


creation of a permanent, independent Small Business Administration ; 
reported to the Senate on July 18, 1953, by Senator Capehart, with 
amendments, and with the addition of a new title I providing for the 
liquidation of the Reeonstruction Finance Corporation (S. Rept 
No. 604). 

H. R. 5141, to create a permanent, independent Small Pusiness 
Administration, was introduced by Congressman Hill on May 12 
1953; reported by Congressman Wolcott on May 28, 1953 (H. Rept 
No. 494); passed the House on June 5, 1953, and on June 8, 1955, 
referred to vour committee 
On July 20, 1953, further consideration of S. 1523 was indefinitely 


S. 1523, introduced April 1, 1953, by Senator Thvye, provided for the 


postponed; the Senate substituted the House number, H. R. 5141, for 
the Senate number, using the Senate language, and passed the bill 
with amendments 
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SUMMARY OF ACTIVITIES ‘ 


~~ 


Transfer of de fe nse loans 

Not later than the 60th day after enactment, th President 
transfer defense loans under section 302 of the Defense Production 
Act of 1950, as amended, to such other department or agency of the 
Government as he deems uppropriatle 
Public agency loa) 

(Authority for public agency loans by the Reconstruction Financ: 
Corporation terminates on the 60th dav after enactment Phere 
alter, a new public ageney lendin 
lending functions are to be performed by the department or ageney 


of the Government as the President deems appropriat 


| 


authority is established such 


Liquidation of remainia q fu ctions 

All remaining functions of the Corporation are to be liquidated 
Responsibility for the liquidation is in the Corporation to the clos 
of business on June 30, 1954, and thereafter is in the Secretary of thi 
Treasury. 
Reason S fol liquidatit gq RFC 

With the establishment of a Small Business Administration, unde 
title I] of the act, to render financial assistance to small-business 
enterprises, it is the conclusion of your committee that the principal 
need for the continuation of the Reconstruction Finance Corporation 
no longer eXists It should be placed in liquidation To continue 
that Corporation would entail unnecessary duplication of effort and 
expense. Those functions performed by the Corporation which are 
considered necessary still can be transferred readily to existing 
Government agencies with great savings to the taxpayers. 
Comment on committee work 

The House passed H. R. 5141 in the first instance without including 
title 1, which provides for the liquidation of REC. The House version 
of H. R. 5141 contained a provision only to establish the Small Busi- 
ness Administration as a separate, independent, and permanent agency 

Your committee held extensive hearings on eight different bills 
Seven of these bills had as their purpose the rendering of appropriate 
assistance to small business. One bill provided specifically for the 
dissolution of RFC. Hearings were held on May 20, 21, 22, 25, 26, 


and 27, and on July 13 and 14, 19538 

Your committee received the benefit of the views of many witnesses, 
both governmental and nongovernmental. In addition, a number of 
statements and other expressions were received and included in the 
record of the proceedings. Among the Government witnesses, in 
particular, and among most other witnesses, in general, the consensus 
of opinion was to the effect that the RFC properly could and should 
be liquidated, provided that an inde pre ndent ageney was established to 
aid and to lend financial assistance to small business in appropriate 
cases. 

When the sentiment of your committee crystallized in favor of the 
approach included under title I] of the act as best meeting the current 
needs of small business, it concluded that a new title should be added 
to provide for the liquidation of RFC at the time the new, independent 
Small Business Administration was created, 
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PAYMENT OF COMPENSATION TO CLARENCE A, BEUTEL Aas DeEpPpuTY 
ADMINISTRATOR OF RFC 
[S. 2104] 
[Private Law 149—Approved August 8, 1953] 
To authorize payment of compensation to Clarence A. Beutel as Deputy Adminis- 


trator, RFC 


HISTORY OF LEGISLATION 


S. 2104, introduced June 10, 1953, by Senator Capehart for himself 


and Senator Douglas. (No corresponding House bill introduced.) 
Reported to the Senate July 10, 1953, by Senator Capehart (Rept. 
No. 518). Passed Senate July 16, 1953, on calendar call. Passed 


House Julv 30, 1953 
DIGEST OF STATUTE 


\uthorizes payment of salary at rate of $16,000 per annum and 
lump-sum payment for annual leave of 56 hours to Clarence A. Beutel 
for service as Deputy Administrator, RFC, from September 10, 1952, 
through June 1, 1953. The actual amount authorized to be paid is 
$11,611.30 salary plus $430.64 for accrued annual leave, a total of 
$12,041.94 

COMMENT ON COMMITTEE WORK 


The statute was required because payment of such compensation 
seemed to be barred by section 1761, Revised Statutes (5 U.S. C. 
sec. 56). This section prohibits payment of salary from the United 
States Treasury to any person appointed to office during a recess of the 
Senate, if the vacancy existed while the Senate was in session and if 
filling the vacancy required Senate confirmation, until the appointee 
has received confirmation by the Senate. Certain saving exceptions 
listed in that section did not apply to Mr. Beutel’s appointment. 
Submitted to the Senate by President Truman and withdrawn by 
President Eisenhower, Mr. Beutel’s appointment was therefore never 
confirmed by the Senate. 

Your committee checked with the RFC, the Secretary of the Treas- 
ury, the Comptroller General, and the Attorney General. 

REC records showed that Mr. Beutel had faithfully performed the 
duties of Deputy Administrator for the period mentioned in the stat- 
ute. The Treasury Department favored payment to Mr. Beutel. 
The Comptroller General said it was a policy matter for the Congress 
to decide whether to authorize payment of the salary. The Attorney 
General made no comment. 

Under the circumstances, no public hearings were required to be 


held 
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Rent Contrrot Extension 
[H. R. 4507] 
[Public Law 23—Approved April 30, 1953] 


To amend and extend the Housing and Rent Act of 1947, as amended, and for 
other purposes 


HISTORY OF LEGISLATION 


S. 1081, introduced by Senator Capehart on February 25, 1953, 
and reported favorably by the committee, with an amendment, on 
April 10, 1953 (S. Rept. 138), in addition to amending and extending 
the Defense Production Act, contained sections extending and amend- 
ing the Housing and Rent Act of 1947, as amended. The minority 
views expressed opposition, among other things, to the rent-control 
amendments as reported, as did an individual view by Senator Cape- 
hart. 

H. R. 4507, which was limited to the extension of rent controls. 
passed the House on April 23, 1953. Since rent controls would have 
expired on April 30, 1953, and time did not permit the Senate to act 
upon S. 1081 in its entirety, H. R. 4507 as passed by the House was 
moved for Senate consideration and agreed to without amendment 
on April 25, 1953. It was approved by the President on April 30, 
1953. The section on rent control in S. 1081 was subsequently stricken 
from the bill. 

DIGEST OF STATUTE 


H. R. 4507 extends veterans’ preference on sale and rental housing 
through April 30, 1954, and includes Korean war veterans in the defi- 
nition of ‘Veterans of World War IL.” 

It extends federal rent-control authority in all areas then subject 
to it until July 31, 1953. The criteria of a ‘critical defense area” are 
redefined. One criterion limits designation of such an area to areas 
where a new plant or installation of the Department of Defense or 
Atomic Energy Commission has been or is provided, or where such a 
plant or installation has been or is being reactivated or its operation 
substantially expanded. Another criterion requires that a substantial 
inmigration of defense workers or military personne! must be required 
to carry out activities at such a plant or installation. Still another 
provides that a condition of substantial shortage of housing must 
exist for such defense workers or military personnel, which ha 
resulted or threatens to result in excessive rent increases and which 
impedes or threatens to impede activities of such plant or installation. 

For “critical areas,’”’ as defined above, authority to continue rent 
control is extended until April 30, 1954 (reas designated as critical 
prior to the enactment of this act, it is provided, must be reviewed by 
the President in the licht of the new criteria by July 31, 1953, and 
shall be continued under control bevond that date only if the condi- 
tions in the area meet the new requirements for such critical-area 
certification. 

It provides that an area may be certified as a critical defense area 
even if a substantial inmigration of defense or military workers were 
not required, if the housing is owned by the Federal Government in 
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an area in which is located an AEC installation. Rent control could 

v be applied to those accommodations owned by the Government 

It amends the Housing and Rent Act so as to exclude from rent 

control in critical defense areas housing completed after February | 
tv, by construction or conversion 

The bill also contains several technical amendments 


Rusrer Propucine Factuities Disposaut Act 
H. R. 5728] 
Publie Law 205—Approved August 7, 1953 


Rubber Producing Facilities Disposal Act of 1953 
HISTORY OF LEGISLATION 


H. RY. 5728 introduced June 15, 1953, by Congressman Shafer; 
I ‘ported to the House on June 17. 1953 (H Rept No. 593); passed 
House June 25, 1953. 

S. 2047 introduced June 4, 1953, by Senator Capehart for himself 
and Senator Bricker; reported by Senator Capehart with amendments 
on July 14, 1953 (S. Rept. No. 579); passed Senate July 21, 1953, 
after adopting House number, H. R. 5728, with Senate bill context, 
indefinitely postponing 5. 2047 

Submitted to conference. First conference report (H. Rept. No 
999) dated July 27, 1953, was passed by House on July 28, 1953 
but rejected by Senate on July 29, 1953 Second conference report 

H Rept No. 1055) dated July 30, 1953. was passed 1 both House 
and Senate on July 30, 1953 


DIGEST OF STATUTI 
General description 

The statute authorizes a three-man civilian Disposal Commission 
to be appointed by the President to negotiate for sale of 28 Govern- 
ment-owned synthetic rubber-producing facilities. 

After adequate public notice, the Commission is to invite proposals 
for purchase of the plants. At least 6 months shall be allowed for 
submission of proposals. Then follows a period of at least 7 months 
for negotiating with those submitting proposals. Thereafter (and in 
any event by January 31, 1955) the Commission is to recommend a 
disposal plan to the Congress 

Within the following 60 days, either House of the Congress may 
disapprove any one or more of the proposed sales or all of them; 
but if in disapproving individual sales, either House leaves annual 
productive capacity to be sold of less than 500,000 long tons of gencral- 
purpose svnthetie rubber (GR-S) and 43,000 long tons of butyl rubber, 
then none of the plants may be sold. Should either House disapprove 
any one proposed sale, all other prospective purchasers have 30 days 
within which to withdraw from their purchase contracts. If the 
result of such withdrawals is to leave annual productive capacity of 
less than 500,000 long tons GR-S and less than 43,000 lone tons 
buytl rubber committed for sale, then none of the plants may be sold. 
In that event the Rubber Act of 1948, as amended, is extended until 
March 31, 1956, and operation of the plants for Government account 
will continue to that date, 





SUMMARY OF ACTIVITIES 39 


Unsold plants 

Any of the 28 plants unsold, after a suecessful disposal plan has 
cleared the ( ‘ongress and the prospective purchasers, must be placed 
in standby condition for 3 years. The 2 alcohol butadiene plants 
among the 28 may be leased for not over 3 years 
Criteria for disposal 

The Commission is charged with observing seven criteria in pre- 
paring a disposal plan. 

1. Small business and users other than purchasers of facilities are 
to obtain a fair share of end products at fair prices 

2. Purchasers must have technical competence to operate a rubber- 
product ing facility (but not necessarily prior experience 

The plan will develop a free comaile titive synthetic-rubber indus- 

try, with no unreasonable control in any person 

1. Each purchaser intends to operate the facility he buys to make 
rubber. 

5. Full fair value will be received by the Government 

6. Disposal will be consistent with national security. 

7. Facilities sold will be capable of produc ing r annually at least 500,- 
OOO long t tons GR-S and 43.000 lone tons of hn itvl rubber. 


Good faith de posits 

Prospective purchasers must make a good-faith deposit of cash o1 
United States Government bonds equal to 2 percent of the gross 
amount proposed to be paid but not exceeding - $250,000 per plant. 
If a prospective bwee wishes to purchase only one plant but submits 
proposals on more than one plant on an alternative basis, the deposit 
IS computed on the plant for which the highest amount is proposed 
be paid. For purchasers, the deposit is applied | against the purchase 
price. Deposits are returned to others, without interest 
Negotiations 

Only those who submit proposals are entitled to negotiate for pur- 
chase of any given plant lt desirable, howevel the (‘ommission 
may also negotiate with others who submit proposals on plants of 


the same type. 


; , 
Terms of sale 


The Commission may allow a purchase money mortgage to be taken 
for not over 75 percent of the pure has p The mortgag lho 
may bear interest at a uniform rate of not s than percent per 
annum. Each contract of sale (or lease of aleohol butadiene pl: 
must conta a national security clause to assure that the plants I] 
be maintained in prope r condition to be capab!] if produc ng synthetu 
rubber within a specified time The clause s effecti [ol () ears 


after the date of the contract 
Sale of inventory 

Inventory on hand at the date of transfer of the plants to private 
ownership will be offered for sale to plant purchasers on the basis of 
the plant’s etna tive capacity compared with tot i productive capac- 
ity of all plants of the same type sold. Any stocks unsold after 1 
vear may be disposed of as the agency last onreine the rubber plants 
deems adv isable. 
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cif Hey General's duties 


The statute assions the United States Attorney General several 


duties to safeguard the disposal of the plants against monopolistic 
tendencies. The Commission is required constantly to seek his 
uidance as to the type of disposal plan which will best foster develop- 
ment of a free competitive industry. Before a disposal plan is sub- 
mitted to the Congress, the Attorney General must advise the Com- 
mission whether, in his opinion, the proposed plan will violate the 
antitrust laws. The report to the Congress must contain a statement 


from the Attorney General setting forth findings approving the pro- 
pose d disposals. 

On lease of the aleohol butadiene facilities and before any unsold 
plants in standby may be sold after the 3-year standby period, the 
Attorney General must give his advice as to whether the action pro- 
posed would tend to create or maintain a situation inconsistent with 
the antitrust laws. 

All plants miei \ ee to operate for Government account until 
the end of the period for transferring possession of the plants sold to 
private owners. Thereafter the unsold plants are to be removed from 
production and placed in standby condition. 

Safeguards against fraud or waste 

The statute contains safeguards enforceable by criminal penalties 
against Commission members or employees with duties involving 
discretion taking employment with any plant purchaser during a 
2-year period after the member or employee leaves Commission 
employment. It also disqualifies any person as a Commissioner if he 
receives a substantial part of his income from the rubber, pe rig ‘um, 
or feedstock chemical Pan. or if at any time since January 1, 1950, 
he has been employed in any of fates industries. 

The Commission reports monthly to the Congress on sums spent for 
maintaining, repairing, and improving the plants. 
fy penses of program 

Costs of administering the disposal program are to be paid from the 
operating income of the plants while they are operated for Govern- 
ment account, and thereafter from proceeds derived from disposals. 
Final net proceeds from disposals go into the United States Treasury 
as miscellaneous receipts. 


z f¢ of (’omm 18810? 


The Commission ceases to exist 30 days after the end of the period 
for transferring the plants to private ownership. 


COMMENT ON COMMITTEE WORK 


As 1 quired by the Rubber Act of 1948, as amended, the RFC on 
March 1, 1953, reported to the President and the Congress on develop- 
ing a plan for disposal of the plants. By message to the Congress 
dated April 14, 1953, the President recommended prompt enactment 
of disposal legislation implementing RFC’s recommendations. Noting 
that he had not prepared any proposed text for such legislation, he 
suggested that legislation would most appropriately result from the 
joint efforts of representatives of interested executive agencies and 
those congressional committees having this matter under considera- 
tion. 
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In line with the President’s recommendation and under direction 
and supervision of the chairman, the staff of vour committee worked 
closely with interest “( executive agencies as well as staffs of sponsors 
of the bill in framing the language for the bill which was introduced 
by Senator Capehart and Senator Bricker as &. 2047. Th Is bill 
differed in many respects from H. R. 5425 introduced in the House by 
Congressman Shafer. Your committee made particular effort to se¢ 
that the proper interests of small business, users of relatively small 
amounts of synthetic rubber, and consumers were adequate! 
protected. 

Hearings 

Subcommittes No. 1 of the House ¢ Committee on Armed Services 
held hearings on H. R. 5425, a bill to authorize the disposal of the 
Government-owned synthetic rubber facilities on June 3, 4, 5, 8, 9, 
and 10,1953. After the hearings a new bill, H. R. 5728, was reported 
favorably from the committee which made several changes in the 
context of H. R. 5425. 

The Senate Committee on Janking and Currency held hearings on 


S. 2047 on June 24, 25, 26, 29, and July 1, 1953. As a result of the 
hearings several chanzes were made in the context of the bill as intro- 
duced. The bills re porte <i by the House and Senate were more nearly 


alike than the bills originally introduced in the respective Houses of 
Congress. While S. 2047, as introduced, created a disposal commis- 
sion consisting of existing Government officials with authority to hire 
a disposal agent, S. 2047, as reported, adopted the House approach of 
having a three-man civilian commission to be appointed by the Presi- 
dent. As introduced. S. 2047 did not re ql ure the dispos: | pla 1. to come 
back to the Congress bef iore it couk 1 become effective As re p orted 
from the committee, S. 2047 also followed the House pattern by requir- 
ing the Disposal Commission to submit the proposed dispos: il plan to 
the Congress before it could take effect. ok r mayor diffi rence 
between the House and Senate bills, as On te d from the committee, 
is found in the provisions concerning small business and small users 


of synthetic rubber. The Senate version included more specific pro- 
visions intended to assure fair treatment for these groups. The House 
version attempted to assist them by more general provisions. As 


worked out in conference the Senate approach to this problem was 
adopted in the bill which finally became law 
First confe rence 

Both a majority and minority report were written on 5S. 2047, as 
reported from committee. On the Senate floor two amendments were 
added which became the subject of considerable discussion during the 
conference between the two Houses. One of these was the Maybank 
amendment which required the Attorney General to make findings 
approving the disposal plan submitted to the Congress by the disposal 


commission. The other was the Long amendment which permitted 
either House of the Congress to exercise an item disapproval of any 
sale included in the dis] osal plan The result of the first conference 


was that the Senate receded to the House on the Long amendment, 
thereby removing it from the bill. On the Maybank amendment the 
first conference reached a con ipromise which would have required the 
Attorney General to advise the Commission as to whether the disposal 
plan would violate the antitrust laws and to give guidance as to what 
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type of program would best foster development of a free competitive 


industry. It would also require the Commission’s report to the 
Congress to contain a statement from the Attorney General setting 
forth such advice In nearly all other matters the House receded to 
the Senate version of the bill Llowever, the Democrat conferees from 
the Senate declined to sign the first conference report When pre- 


sented in the Senate this report was rejected with the result that the 
entire matter was again returned to conference 
Second conference report 

The second conference restored to the bill both the Maybank and 
Long amendments and added a new section 24 to the bill. The 
effect of this section is to provide that if as a result of the item dis- 
approval by either House of Congress, the facilities remaining com- 
mitted for disposal could produce annually less than 500,000 long tons 
ol ov neral-purpose syntheti rubber and less than 43,000 long tons ol 
butvl rubber, then no facility could be sold under the statute. The 
new section further provided that if either House of Congress dis- 
approved any individual sale, the remaining prospective purchasers 
would have an additional 30 days in which to decide whether to 
withdraw from their respective contracts of sale. If such withdrawals 
resulted in less annual capacity remaining committed for sale than 
500,000 long tons of general-purpose rubber and 43,000 long tons of 
rain no facility could be sold under the statute 


butyl rubber, then a 


SMALL BusINESS ADMINISTRATION 


HISTORY OF LEGISLATION 


S. 1523, introduced April 1, 1953, by Senator Thye, provided for the 
creation of a permanent, independent Small Business Administration; 


I } 1 


reported to the Senate on Julv 18. 1953. by Senator Capehart,. with 


amendments, and with the addition of a new title providing for the 
liq n of the Reeonstruction Finanee Corporation (S. Rept 

H. R. 5141, to create a permanent, independent Small Business 
Administration, was introduced by Congressman Hill on May 12, 1953; 

ported by Congressman Wolcott on May 28, 1953 (H. Rept. No 
194 passed the House on June 5, 1953, and on June 8, 1953, referred 
»> your committe 

On July 20, 1953, further consideration of S. 1523 was indefinitely 
postponed by the Senat the Senate substituted the House number, 
H. R. 5141, for the Senate number, usine the Senate language, and 
passed the bill with amendments 

On July 21, 1953, the House asked and the Senate agreed on the 


me date to a conference 
The conferees reached an agreement on July 94, 1958, and filed 
their conference report H Rept. No. 943). On July Zi, 1000+ the 


SUMMARY OF ACTIVITIES 13 


House approved the conferences report and on July 29, 1953, the 
Senate did likewise 

No history of the Small Business Administration legislation is com- 
plete without a brief glance into the events in the Senate which pre- 


ceded and followed the introduction of S. 1523 and those in the House 


which preceded and followed the introduction of H. R. 5141. 

On February 25, 1953, Senator Capehart, for himself and 11 other 
members of the committee, introduced S. 1081, to provide authority 
for temporary economic controls, and for other purposes section 11 
of S. 1081 extended the Small Defense Plants Administration from 
June 30, 1953, to June 30, 1955. That bill was r ported to the Senate 
by Senator Capehart on April 10, 1953 (S. Rept. No. 138 The bill 
passed the Senate containing the Small Def hse Plants Administration 
extension on May 19, 1953. However, the House deleted section 11 
of S. 1081, and added in its place the Hill bill, H. R. 5141, passing 
S. 1081, with other amendments, on June 9, 1953. The Senate asked 
for a conference which was agreed to by the House, and on June 16, 
1953, the conference report was filed (H. Rept. No. 571 On the 
following day the House agreed to the conference report, but on 
June 22, 1953, the Senate rejected the conference report, returning 
the matter to conference with specific instructions to its conferees to 
insist on extension of the Small Defense Plants Administration instead 
of accepting the Small Business Administration provision. 

Four principal arguments were advanced in the Senate as reasons 
for rejecting the Small Business Administration provision. First, it 
was contended that your committee had inadequate opportunity to 
conduct hearings on H. R. 5141. Moreover, the Senate itself had no 
opportunity to debate the provisions of this bill and amend it im any 
respect. On the contrary, the House had two opportunities to con- 
sider H. R. 5141. It passed that bill first as a separate bill and later 
again approved its provisions when it included them as a part of 
S. 1081. Second, there was doubt in the minds of some Members of 
the Senate that the Small Business Administration would, in fact, be 
a separate, independent agency. This fear stemmed from the pro- 
vision which gave the Small Business Advisory Board rather broad 
powers in the formulation of the general policies of the Small Business 
Administration. Third, there were some Members of the Senate who 
doubted the wisdom of establishing the Small Business Administration 
as a permanent agency. These Senators were of the opinion that it 
was wise to require a review of the activities of the Administration at 
a definite date in the future to determine whether it was meeting the 
then needs of small business. Fourth, a number of Senators believed 
that the loan limitation of $100,000 was inadequate to meet the needs 
of small business 

On June 23, 1953, the House refused to recede, insisting on its 
Small Business Administration provision. Further meetings of the 
conferees were held, and on June 30, 1953, the conferees agreed to 
extend the Small Defense Plants Administration for 31 days until 
July 31, 1953. On the same day both the House and the Senate 
agreed to the conference report H Rept No. 694 

In the intervening period of time, namely on July 24, 1953, the 
House and Senate conferees resolved their differences on establishing 
a Small Business Administration. In reaching this agreement, all of 
the objections voiced on the Senate floor were answered. 
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DIGEST OF TITLE II 


This title establishes the Small Business Administration as a 
separate and independent agency to render assistance to small business 
and to lend money to small business when funds are not otherwise 
available from private sources on reasonable terms and when the loan 
is in the public interest. The loan limitation to a single borrower is 
set at $150,000. Such amount was established on the theory that it 
is sufficient to provide the true needs of small business for Federal 
assistance. Maturities may run for as long as 10 vears, except in the 
case of construction of industrial facilities where the maturity may 
extend beyond 10 years by the additional period required for con- 
struction. 


Le / ding author ity of} Small Busine R82 4 Idmin istration 


The lending provision is framed to assure that small business will 
be given the requisite help without interfering with the operation of 
private institutions likewise rendering service in this field. Under the 
act small business is encouraged to seek financial aid first from private 
institutions. When such aid is not forthcoming, the bill enables small 
business to receive aid through loans participated in by private institu- 
tions with the Federal Government. Such participation may be on 
an immediate or a deferred basis. In the event the participation is on 
a deferred basis, the Small Business Administration is limited to 90 
percent of the outstanding balance of the loan. Finally, if funds are 
not available {rom private institutions, direct loans by the Government 
are authorized. 

Small Business Loan Poli y Board 

In order to guide the Small Business Administration in its lending 
functions, a Loan Policy Board is created consisting of the Adminis- 
trator, as Chairman, and the Secretary of the Treasury and the Secre- 
Tsyt 


ba 


y of Commerce as members. This Board has as its function the 
formulation of lending policies to govern the lending activities of the 
Small Business Administration. It is limited purposely in its function 
in order that the Small Business Administration may clearly operate 
as a separate and independent agency. To give the Board additional 
authority micht tend to destroy the identitv of the Small Business 
Administration as a separate and independent agency. 


Re livin J} fund 
A revolving fund in the United States Treasury in the amount of 
ee ai 1 1 \ } 1 11 
>2 million is authorized Or this sum &1950 lion is earmarked 
for loans to small busine 
/ SOIT laa 
1 ae 1 = or ; ; sie 
An additional $25 million is earmarked for disaster loans. This 
] 7 ! ] é ] ] 1 
type loan is usually small in amount and most such loans are made to 


lividuals, nonprofit institutions, or small-business enterprises. 


With the termination of the Reconstruction Finance Corporation, it 
became necessary to find another agency of the Federal Government 
best quipped to handle this program. Your committee concluded 
that the most appropriate and best equipped agency to administer 
the program is the Small Business Administration. 
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I] rime contract authority 


Another $100 million is earmarked for the purpose of enabling the 
Small Business Administration to take prime contracts from the 
Government and subcontract them to small-business concerns for 
performance. This authority is similar to that exercised by the 
Small Defense Plants Administration. While that authority has not 
been exercised extensively in the past, it has proved to be a tool 
that can be used to benefit small business. 


Other authority granted Small Business Administration 

1. Authority to certify to Government procurement officers as to 
the credit and capacity of small-business concerns to undertake a 
specific Government procurement contract; 

2. Authority to consult and cooperate with Government procure- 
ment officials in order to obtain the full use of the productive capacity 
of small business: 

3. Authority to encourage the letting of subcontracts to simall 
business by prime contractors having Government contracts; 

4. Authority to obtain from material suppliers information as to 
the method used in distributing materials for defense production to 
small-business concerns unable to obtain them from normal sources; 

5. Authority to recommend to Federal agencies measures to insure 
a fair and equitable share of materials for small-business concerns to 
carry out defense programs; 

6. Authority to make a complete inventory of the productive 
facilities of small-business concerns usable for defense production; and 

7. Authority to provide technical and managerial aids to small 
business, 


Comment on committee work 
Y ’ 


Your committee held extensive hearings on eight different bills, 
each of which had as its purpose the rendering of appropriate assist- 


») 


ance to small busine Ss. These he ing’s were hye ld on May 2U, 21, 
25, 26, and 27, and on July 13 and 14, 1953. Among these bills were 
S. 1523 and H. R. 5141. Your committee 
views of many witnesses, | 
Not all witnesses had the same ideas as to the particulas type of 


} } {; 4 
ecelived the benelt OF the 


I 
h « ’ 1) l and nevovernments 
Oth overnMmMental and nonvgovernments 


: | . i tat rm : : 
lecislation which would best serve small business here was diverg- 
ence of opinion even among your committee members as to the most 
effective approach to provide financial assistan: tO smal DuUSIDess 


However, upon deliberation, the sentiment of vour committee erys- 
tallized in favor of the approx h adopted In this act 3 est Meeting 
; ais 
the current needs of small business 
Termination aale 
The title provides a 2-vear eriod, until the close of June 50, oi 


for the Small Business Administration to perform the functions an 


P yt ] } i} 
carry out the eXDIre ssed purposes of the kk Ssiation this is to assure 
a full and com] le t< review by the Coneress Of the activities ot Live 
Small Business Administration in order that the Congress may 


determine from actual performance whether the programs established 
by the title fully meet the needs of small business 








16 SUMMARY OF ACTIVITIES 


SMALL Business Act oF 1953 AMENDMENTS 


[H. R. 6648 


Ht. R. 6648, introduced July 10. 1953, by Congressman Wolcott, 
reported favorably on the same date by the House Banking and 
rency Committe The amendment passed the House on July 
1953, and on August 1, 1953, was referred to your committee. It 

as reported to the Senate bv Senator Capehart on August 3, 1953, 

it amendment (S Rept No. 834 


\ thoy 


DIGEST OF AMENDMENT’ 
his amendment would give the same authority to the Smal 
Business Administration as the Small Defense Plants Administration 
has had since its creation in 1951 under the Defense Production Act of 
1950, as amended, with respect to the waiver of conflict-of-interest 
statutes in connection with the employment of consultants and the 
employment of qualified kev personnel in grades 16, 17, and 18 of the 
veneral schedule 


Reaso) 
The language of the proposed amendments to section 205 of the 
Small Business Act of 1953 was taken verbatim from section 710 of 
the Defense Production Act of 1950, as amended Since the new 
agency would not be a Defense Production Act agency, the exemp- 
tions provided in that act would not apply to the Small Business 
(dministration. The same considerations that dictated the affording 


n for amendments 


of exemptions from the conflict-of-interest statutes, granted by the 
President pursuant to the Defense Production Act, apply equally to 
consultants for the new Small Business Administration 

\lso conferred upon the new agency is the same authority which 
the Small Defense Plants Administration had under the Defense Pro- 
duetion Act, to employ qualified key personnel at grades 16, 17, and 
IS of the general schedule with the approval of the Civil Service Com- 
mission. Since the new agency is not under the Defense Production 
Let, it would lack this authority unless specifically conferred. In 
view of the expanded responsibility which the agency will have toward 
mall business and in view of the additional responsibilities it will 
assume as a result of handling Government funds, it is essential that 
the best qualified personnel be obtained. Therefore, your committee 
considered both amendments appropriate and necessary. 

Because of the pressure of time, no hearings were held by your 
committee. Since the Senate adjourned the day following the filing 
of the report, it was not possible to obtain action on the legislation 
It is, however, pending on the Senate Calendar for consideration 
next session, 
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In additio oO co it ra) ( ‘ 2 
reported favorably to the Senate 2 ia ceuaat e eae 
LO IT In all cases | 11 heat : el eld in ord o 1 ] 
parties an opportunity to t \ ther for o1 nst any 7 : 

lt was the practic oO i eomn t » net ex a oO ly @ 
sible on all nominations so that the dep i | alls nll 
not be without operat | 

\ll nominations referred t oO mmmitt nt six tl 
holdovers from. thi pre ) / nie 


favorably reported and contirmed b\ | ~ 


lhe nominations rete ad to 
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